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THE LOCATION OF INDUSTRIES. 


In the nature of things there must be causes that 
explain why an industrial enterprise—mill, factory, 
foundery, dairy, refinery —is located at just this or that 
place, and not somewhere else. Some of these causes are 
non-rational, such as accident and caprice. Others are 
rational, but personal. The enterprise is started in order 
to boom the town, to give work to the unemployed, to 
utilize some plot or site otherwise unusable, to confer 
value on adjoining real estate or to give safe employment 
to capital under the watchful eye of the owner. The re- 
maining causes are rational and economic; that is, the se- 
lected locality is deemed to offer certain advantages in 
production or marketing over any other equally available 
point. 

If we seek what determines location, not of a single 
enterprise, but of a cluster of like enterprises or of an 
entire industry, the non-rational and personal causes are 


eliminated ; and our inquiry lies almost wholly in the field 
of economic advantage. To review the economic forces 
that determine the location of migration of industries, and 
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to describe their mode of operating, is the object of the 
present paper. 

Ejzst in importance in fixing the home of certain indus- 
tries is the presence of natural deposits or supplies. This 
determines imperiously the location of mines, quarries, oil 
or gas wells, fisheries, lumber and fur industries, and the 
collecting of nitrates, borax, sponges, pearls, buffalo horns. 
Thus the Chilian desert is the site of nitrate mines, the 
oyster industry haunts the Chesapeake, dye-woods are 
furnished from tropical forests, while the sulphur pits of 
Sicily supply brimstone to all parts of the world. 

Besides the simple finding, digging up, breaking off, 
cutting down, dislodging, capturing, or bringing together 
of natural substances or growths, we often find these re- 
duced, refined, prepared, preserved, or otherwise worked 
up before leaving their original locality. In this way 
there come to be connected with the purely extractive 
processes certain elaborative processes so closely joined 
that it is best to regard the two sets as constituting one 
industry. For example, salt is prepared in connection 
with salt springs or wells from which saline water is 
drawn. Here we may, in thought, distinguish two indus- 
tries, one working on raw materials supplied by the other. 
Many elaborative processes are in this way attached to 
some extractive industry, and located with reference to it. 
The weaving of basket ware established itself in Franconia, 
owing to the splendid growth of willow-trees in the neigh- 
boring valley of the Main. Most of the slate pencils of 
the world are made in the Thuringian forest, the site of 
the finest of slate quarries. Petroleum refining has been 
closely connected with the Appalachian oil region and the 
wells of the Baku district. Most of the world’s supply of 
potassic salts comes from the works that refine the output 
of the Magdeburg salt mines in Saxony. The bulk of 
natural commercial fertilizers will be prepared in Florida, 
South Carolina, and Algiers, because they possess the 
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largest known fields of phosphate rock. The manufacture 
of cork is located largely in the towns adjoining the vast 
natural forests of Catalonia, while the asphalt of our 
streets is barrelled at the bitumen lakes of Trinidad. 

For the other great group of extractive industries, agri- 
culture, horticulture, viticulture.—the crop industries, 
in short,—soil, climate, and situation are all-important. 
“Straw-plaiting has its chief home in Bedfordshire, where 
straw has just the right proportion of silex to give 
strength without brittleness.” * Kent and the valleys of 
the Pacific slope are famous for hops. Cuba and Hawaii 
are specialized for sugar-cane. Virginia is adapted to the 
ground nut, Kentucky to blue-grass and the horse. The 
southern shore of Lake Erie is suited to the grape. The 
freshness which Dutch and Danish meadows owe to their 
moist climate marks them out for cattle and dairying, no 
less than the high mountain meadows of the Sierras, snow- 
fed when the valleys are parched. 

While all recognize grounds for agricultural cunt 
tion, few realize how strictly the economic limits of differ- 
ent crop areas are laid down by nature. A California 
foot-hill farm, owing to differences in soil, exposure, drain- 
age, slope, and situation, is broken up into several very 
unlike areas, requiring different crops and cultivation. 
Often half a dozen different fruits may be successfully 
raised at once; while, if the orchards were transposed, their 
yield would be insignificant. During the development of 
agriculture the uses of the soil pass like Spencer’s Cosmos 
from relative homogeneity to relative heterogeneity. At 
first a plot is given up to small grain, fruit, meadow, or 
garden, quite indiscriminately. Longer experience, how- 
ever, detects the main conditions for each crop, so that 
more and more the possible uses of a tract, instead of ap- 
pearing to lie in the same economic plane, arrange them- 
selves serially in the estimate of the cultivator. Finally, 


* Marshall, Principle of Economics, p. 328 (2d edition). 
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exact science specifies each condition, and lays down the 
range of variation consistent with profitable culture. How 
precisely the area may be defined for each crop is sug- 
gested by the conditions of profitable sugar-beet raising, 
discovered at German experiment stations. The soil 
should be mixed of equal portions of limy, sandy, clayey, 
and humous earths, and should be dark. The ground 
should slope sharply southward. From the middle of 
April to the middle of June a daily average temperature 
of 51.26 F. is desirable; from the middle of June to the 
beginning of August, 65.84 F.; for the next two months 
61.7 F. During the first period the beet ought to receive 
a total heat of about 1202 F., during the second 2102, and 
during the third 1832. The quantity of rain-fall for the 
three periods should be 97, 114, and 100 millimetres, re- 
spectively, or a total of 811. When agriculture can get on 
so exact a basis, the location of each crop will be very 
definite. 

Climate is not only decisive for vegetal products, but 
appears to play no small réle in locating manufactures. 
Partly to the fact that a very moist atmosphere is neces- 
sary in order to spin the finer cotton yarns is due the 
steady concentration of the cotton industry in Lancashire, 
where high hills inland keep off the dry east wind, and 
precipitate a copious downfall from the sea winds from 
the west. Schulze-Givernitz has noted that even in this 
district the mills select the spots of greatest humidity, so 
that Oldham rather than Manchester has become the cen- 
tre. Where the climate is dry, as in Switzerland, Alsace, 
or New England, the spinners must fill their rooms with 
warm vapor or else confine themselves to the coarser 
grades of thread. Lace-making is similarly favored by a 
damp climate. 

For the manufacture of cigarettes, on the other hand, 
a dry climate seems necessary, in order to preserve the 
aroma of the tobacco. For some years this branch has 
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shown a remarkable affinity for Egypt, although the raw 
materials, as well as the labor of the industry, are almost 
wholly brought in. Even within Egypt Cairo seems 
likely to become the centre of cigarette-making, because 
its climate is more suitable than is the humid air of Alex- 
andria or Port Said. 

The metallic, ceramic, and glass-blowing industries are 
apt to shun hot climates, regardless of their compensat- 
ing advantages; while the packing business settles in lati- 
tudes where the ice crop is sure to be cheap and plentiful. 

Probably next in importance is nearness to the sources 
of or auxili ials. This consideration will 
have most influence, first, when the materials are bulky 
and heavy relatively to their value; second, when the 
finished product embodies but a small part of the mate-. 
rials employed or contains a much greater value; third, 
when transportation facilities are backward, or the ma- 
terials are produced in a mountainous district or in the 
interior of a country where the cost of transportation is 
unusual. These conditions are met with in the metal in- 
dustries, so that ore is for the most part smelted near the 
mine, if fuel be forthcoming. For the same reason the 
European match industry gravitates toward Eastern Ger- 
many and Russia in quest of match wood. The furniture 
manufacture and the making of agricultural implements 
centre more and more in Indiana, Ohio, and Michigan, 
striving to get as near as possible to the saw-mills supply- 
ing hard lumber. The saw-mills, in turn, invade the wil- 
derness or follow up logging streams in quest of their 
material. While there is no great shrinkage in sawing 
logs into lumber, the greater ease of handling is sufficient 
to carry the saw-mill to the logs instead of the logs to the 
saw-mill. 

The southward drift of the cotton industry is partly 
owing to the saving in freight of raw cotton, while the 
symptoms of decay in Lancashire cotton centres may like- 
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wise be due to remoteness from raw material. The prefer- 
ence of the milling industry for the wheat districts and of 
distilleries for the corn country is marked. The meat- 
packing business, with the advent of range cattle, sought 
to leave Chicago for Missouri River points, in order to 
shorten the carriage of hide, hoofs, and offal. Paper fac- 
tories follow the small grains, and it is not difficult to con- 
nect the manufacture of citric acid in Sicily and Calabria 
with their citrus crops. Sugar-refining has broken away 
from the plantation, but the crushing of the sugar-cane 
and the boiling of the juice to molasses or coarse sugar 
will continue near the cane-field. 

Here we bring in a new consideration,— the fact that ex- 
tractive and elaborative industries are linked together by 
technical as well as economic bonds. The perishability of 
the materials makes the location of the dependent in- 
dustry in many cases something more than a matter of 
freight bills. Neither cane nor raw juice can be carried 
far without spoiling. For a similar reason salmon can- 
neries will cling to the banks of the Columbia, while fruit 
and vegetable canneries will stick close to Maryland 
orchards and California ranches. So, despite dear labor, 
cheese factories and creameries will frequent the cross- 
roads in Iowa. In France the oil press will not be set up 
far from the olive and the almond. The beet-sugar fac- 
tories must locate with reference to the beet district. The © 
wine-press cannot be far from the vineyard, nor the cider- 
press from the orchard. This tether that binds one indus- 
try to a certain spot, despite the economic attractions of 
other localities, is weakened by every new device to pre- 
serve form and stay decay. So far the frozen meat car- 
goes and refrigerator fruit shipments are in the service of 
the consumer rather than of dependent industries; but 
we may yet see these industries set free to obey other 
forces of location. 

Sometimes nearness to auxiliary material is the prime 
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consideration. “Staffordshire makes many kinds of pot- 
tery, all the materials of which are imported from a long 
distance ; but she has cheap coal and excellent clay for 
making the heavy ‘seggars’ or boxes in which the pot- 
tery is placed while being fired.” “The Sheffield cut- 
lery trade is due chiefly to the excellent grit of which its 
grindstones are made.”* Chicory is grown much in West 
Flanders because of a sandy soil and “an abundance of 
water for properly washing the root.” The inferiority 
of the product of the Walloon provinces consists in its 
being imperfectly washed, owing to the lack of water. 
Tanneries are apt to settle near woods supplying tan-bark, 
while the importance of limestone in smelting iron ores is 
often decisive. 

Whenever great heat is needed, it is impossible to 
ignore the sources of fuel supply. This, therefore, is of 
great importance in locating the metallurgical, chemical, 
and refining industries, the smelting, casting, rolling, or 
forging of iron or steel, the manufacture of brick, hard- 
ware, glass, stone-ware, pottery, and porcelain. “The 
iron industries in England first sought the districts in 
which charcoal was plentiful, and afterwards they went to 
the neighborhood of collieries.” { The mirror-glass in- 
dustry settled in Bohemia two centuries ago on account 
of the supply of fuel guaranteed by the surrounding 
forests. The past concentration of the iron and steel in- 
dustry in Pennsylvania, as well as the recent striking de- 
velopment of this branch in Northern Alabama, shows 
proximity to coal as a controlling factor. 

When coal is burned simply to develop steam power, 
its cost of carriage is not so great as to make nearness to 
source of fuel a prime desideratum in location. Its rival, 
water power, on the other hand, has not been portable in 


* Marshall, Principles, p. 328, 
t United States Consular Reports, No. 169, p. 157. 
t Marshall, Principles, p. 328. : 
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any form, and, if used at all, has to be used in strict con- 
nection with the falling water that generates it. Around 
eligible water power, therefore, settle industries employ- 
ing heavy machinery, such as flour-mills, saw-mills, plan- 
ing-mills, and many manufactures of wood and metal. 
The manufactures that seek cheap power are mainly those 
that receive the crude natural materials direct from the 
extractive branches, and impose on them their first and 
greatest change of form. For the more purely elaborative 
processes, lying nearer the consumer, labor and light 
machinery effect the transformations. 

A power site thus becomes the core of an industrial 
centre. Lowell, Lawrence, Fall River, Concord, and 
other manufacturing towns on the streams tumbling from 
the granite hills of New England owe their rise to this 
cause. The South owes part of its growth to the fall in 
its rivers. Great milling centres, like Rochester, Niagara, 
and Minneapolis, are the result of cheap power. It is 
likely that, with the advent of the economical transmis- 
sion of electrical energy to a distance from the place of 
generation, the value of the more eligible power sites will 
be enormously increased; while, on the other hand, the 
concentrating tendency being checked, the milling indus- 
tries will be left free to follow other attractions. While 
they will more and more seek districts enjoying abun- 
dant natural power, yet within the area of transmission 
their location will be determined by other considerations. 
Whether power can ever be supplied from a central source 
over a large area, as water is now supplied to residents of 
a city,— to all alike on the same terms,— is an interesting 
problem, and still more interesting is the effect on the lo- 
cation of industries. 

Sometimes a trade takes up its home where, as supple- 
ment to some other branch, it can fill up an industrial 
chink. The great basket-ware industry of Upper Fran- 
conia resists dislodgment by factory product, because the 
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weaving is done by peasants in the intervals of rest from 
their farm labors. So, too, in Switzerland hand-carving 
maintains itself, because not only can it be pursued in the 
winter and in the long evenings, but the occupation is so 
light as to refresh rather than to weary. The breeding of 
canary birds, also, is a secondary industry that frequents 
the cottages of the very poor. As its former adepts, the 
wood-cutters and miners of the Harz, have prospered by 
the access of summer visitors, the industry has shifted to 
the homes of Hanoverian weavers and the cabins of the 
poorer peasants of North Germany. The making of hand- 
made lace is usually found wherever the convent system 
prevails. “Where metallic and engineering works natu- 
rally congregate, industry offering some work of lighter 
character, whether hand work or machine tending, suit- 
able to busy women and children, will be apt to appear.” * 
“ As textile work passes more and more into the hands of 
women, this tendency to make it a parasitic trade, thriving 
upon the low wages for which women’s labor can be 
got where strong and well-paid male work is established, 
will probably be more strongly operative.” + This is true 
also of ship-building towns and mining and agricultural 
centres near textile districts. In all these cases the in- 
dustry strikes root wherever there is unused labor power 
in some members of the family. 

But there are cases in which it maintains itself by utiliz- 
ing waste materials or capital. The poultry industry is 
in most countries scattered and conducted in a small way, 
because it fills a chink in farming, and up to a certain 
point costs almost nothing. A good deal of stock-raising 
is merely incidental to farming. The peach industry of 
Belgium is likewise a parasite. After many efforts at 
profitable culture the Belgians tried the sunny sides of 
their houses, “and met with such astonishing success that 

* Marshall, Principles, p. 331 (1st edition). 
t Hobson, The Evolution of Capitalism, p. 113. 
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} there are few houses to-day in Belgium upon whose south- 
ern exposure trees are not trained.” * The clusters of side 
industries that grow up about packing establishments, re- 
fineries, or gas-works, engaged in turning refuse into by- 

4 products, are also parasitic. We note, on a higher plane, 

the obvious connection between the literary and scientific 

life of an educational centre like Leipsic and its promi- 
nence as a book mart. 

But an industry may be acted upon repellently rather 
than attractively. The manufacture of aluminum by the 
electric process generates gases which kill all vegetation | 
| in the neighborhood. If these gases cannot be absorbed, 


this mode of manufacture will be driven off to unfertile 
districts, where the damage will be at a minimum. 


The residence of the uently determines 
| of an industry. The whole group of service 
\ - industries of course follow the consumer. In fact, the 


| chief economic difference between goods and services lies 
in the fact that the place of production of the latter is in 
, Yelation to the consumer. Besides this, certain industries | 
that undoubtedly produce goods, such as tailoring, milli- 
. “ @ nery, photography, and pharmacy, must refer to the person 
~~ | of the consumer. Repair work settles near him. Con- 
fectioneries, bakeries, and market gardens must be near to | 
him to avoid deterioration of product. Daily newspapers 
are published where the readers dwell, in order to secure | 
promptitude. The bulk and waste of artificial ice in 
{ transportation, as well as the bulk of coopers’ products, 
compel them to be made where wanted. 
( If raw materials, fuel, and power are necessary to pro- 


duction, no less are labor and specialized capital. The 

| capital required for buildings and machinery is, however, 
rarely influential in locating an industry, because the 
buildings are locally supplied, while machinery, if brought 

from elsewhere, is transported once for all, and cannot 

* United States Consular Reports, No. 167, p. 638. 4 
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therefore compete with material or fuel as a factor in loca- 
tion. Capital, the most mobile and dynamic factor of pro- 
duction, seeks its allies instead of requiring them to come 
to it. It effaces itself in the location of industries, con- 
sulting always the local affinities of the other productive 
factors. 

Labor is not sharply localized, as is natural power, for 
instance. Like fuel or materials, it can be transported ; 
and, like them, its prices in different markets perpetually 
tend to converge. But the transplantation of the laborer 
entails the expense of transportation of himself, family, 
and belongings, and all the costs in trouble, risk, and sen- 
timent that attend a change of residence. And though 
these costs are incurred but once, while the moving of 
material or fuel is recurrent, it oftentimes happens that 
the subsistence of the laborer must follow him. Owing to 
these obstacles to movement, the efficiency-price of labor — 
does not approximate @ level, but exhibits local differ- 
ences that are of no small influence in establishing in- 
dustries. 

A relatively low efficiency-wage (which is quite differ- 
ent from a low time-wage) constitutes a demand for indus- 
tries which will not long remain unsatisfied. From time 
to time, as back districts are tapped by the railroad, com- 
mercially isolated countries are opened up, or belated 
races are exposed to the influence of modern progress, 
occur migrations of manufactures, eager to exploit cheap 
labor before it learns its value in wider markets. The 
negro is the magnet that is attracting mining and metal 
industries to the new South. Our commercial agent at 
Luxemburg writes, “Cheap wages for women are an in- 
dispensable prerequisite of a prosperous glove business, 
without which there can be no continued success. In this 
respect Luxemburg was found to be very suitable, as... . 
the women and girls are satisfied with the very lowest 
wages.” * The gravitation of silver-mining towards Mex- 


* United States Consular Reports, No. 161, p. 307. 
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ico, the rise of cotton-spinning in India and Japan and of 
ship-building in Japan and China, the affinity of the cloth- 
ing industries for our seaboard cities, supersaturated with 
stagnant immigrants,—all exemplify the disposition of 
capital to seek out cheap labor, if cheap labor will not 
come to it. al 

While the elaborative industries performing the first 
operations on nature’s products are the most regardful 
of nearness to materials, fuel, and power, the higher 
branches that fabricate finished goods are apt to attend 
more carefully to labor cost. In the manufacture of cloth- 


ing, linen, underwear, gloves, boots and shoes, millinery, 


cigars, patent medicines and cutlery, the cost of labor 
enjoys the controlling position. High cost of living re- 
quires high wages, and therefore repels these industries, 
while on the other hand, they are attracted to places 
where living is cheap. Living will be cheap in small 
places, supplied from the surrounding country, or in large 
cities that, on account of superior transportation facilities, 
are able to draw their supplies from a wide area. Apart, 
therefore, from the cost of moving materials or product, 
industries will tend to congregate in commercial centres, 
in order to profit by the cheapness of labor that results 
from a cost of living kept low by easy resort to a wide 
supplying area. 

Many items enter into the articles of union between 
labor and capital besides the matter of remuneration. 
Cash wages, prompt payment, notice of discharge, liabil- 
ity of employer, provision of fire-escapes, fencing of ma- 
chinery, limited hours for women and children,— all these 
obligations, whether imposed by law or by labor organi- 
zations, will, if unattended by heightened efficiency, be 
unfavorable to capital, and may lead to its migration. So, 
too, industrial disturbances, rioting, frequent and pro- 
longed strikes, dispose capital to exodus, if a more tran- 


. quil seat can be found. With more capitalistic methods 
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of production, outlay for labor and material diminishes 
relatively to that for plant and machinery. This neces- 
sity for specializing and sinking vast initial sums makes 
industry increasingly dependent on order, security, and 
continuity of conditions. Civil disorder, revolutionary 
chauges, sudden alterations in laws, or even a vigorous re- 
form policy, scare away capitalistic industries. On the 
other hand, docility of laborers, absence of trades-unions - 
or restrictive laws, unquestioning submission to the terms 
offered by capital, attract an industry. This mobility of 
capital has sometimes been cited as if it negatived all 
voice of labor in fixing the conditions of work. The con- 
sideration, however, has a practical rather than a moral 
validity. Capital will associate itself with labor on the 
most advantageous terms it can get, and no possible con- 
cession to it can prevent its exodus if it can do still better 
elsewhere. The fact that all upward movement of labor 
involves just such “shocks” and “checks” to capital has 
not prevented improvement in conditions. 

If obligations repel, privileges will attract a capitalistic 
industry. On’> slavery could have maintained for Ja- 
maica her place in sugar manufacture. The system of 
contract permitted to sugar-planters in Guiana and Ha- 
waii, on the other hand, leads to a rapid expansion of 
planting. Easy incorporation, light taxes, severe penal- 
ties for offences against property, lavish grants of author- 
ity to private watchmen, such as the Coal and Iron Police 
of Pennsylvania, prompt use of police or military in labor 
disputes, pliant legislatures, complaisant courts, corrupt 
officials,— all these, so long as they provoke no dangerous 
reaction, attract outside capital, and make a community 
the home of vast industrial investments. When favor 
extends to exemption of certain industries from taxation, 
exclusion of competing foreign goods, free importation of 
machinery or raw materials, bounties, subsidies, or grants, 
all the afore-mentioned forces of location may be over- 
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come, or rather limited in scope of operation to the protect- 
ing community. There is, in fact, no economic advantage 
of one place over another which may not be overborne 
by an artificial advantage. here aid is given not tem- 
rarily in order to root an industry in a naturally favor- 

> 


Tecation, but—permane LO I> rere 
-it_is unsuited, the industry becomes_a parasite, sapping 
profits e unfavored industries. If the transfusion 
of profits is so excessive as to overcome the local advan- 
tages enjoyed by these industries, they will migrate to 
countries of lighter taxation. Public aid, therefore, may 
dislocate one industry while locating another. 

Occasionally we find industries confined to a certain 
locality because of dearth elsewhere of adequate technical 
knowledge and inventive talent. The manufacturers of 
one country get a start, and by recourse to native tech- 
nique are able to keep their lead. In the manufacture of 
dental instruments and supplies Americans have unques- 
tioned leadership, owing to their inventive faculty and to 
the constant stimulus afforded by a highly developed pro- 
fession. Similar causes give them pre-eminence in the 
making of farm machinery, while the ingenuity with 
which utility and convenience are wrought into their im- 
plements and tools gives American hardware a great 
name abroad. The lead acquired by France in articles of 
beauty and taste is undoubtedly due to the presence of 
abundant and well-organized artistic ability. The high 
development of the chemical industries in Germany is 
connected with the ardent cultivation of chemical science 
in that country. While of course experts may be trans- 
ported as any other factor in production, experience shows 
that an industry permanently dependent upon imported 
technical knowledge will pay high salaries and receive 
service less conscientious, responsible, and well-considered 
than would be rendered by the same men at home. Dif- 
ferences in expertness, therefore, at present count for very 
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much in international competition, and must be duly reck- 
oned with. 

It is to be recognized, however, that, by manual train- 
ing, trade, and technical schools, agricultural colleges, mu- 
seums and exhibitions, the industrial capacity of a people 
is almost indefinitely modifiable. Witness the success 
with which England has in the last fifteen years educated 
her people. Whereas formerly her textiles were mainly 
common goods, they are now to a considerable extent 
high-class fabrics, finding ready market anywhere. This 
flexibleness of industrial ability abolishes, in the long run, 
most specializations not based on natural differences in 
localities. It is a general law that interchange of prod- 
ucts between two peoples precedes interchange of popula- 
tion, of scientific knowledge, systems of education, tech- 
nical methods, and industrial standards; the reason being 
that the former requires relatively slight modifications of 
an economic system from without, while the latter implies 
deep-seated inward changes, remaking national character. 
During the interval of superficial contact, expanding com- 
merce alters the production of the two peoples, each with 
reference to the other, and leads to an extreme economic 
interdependence, the more backward people producing 
raw material and food, while the other engages in man- 
ufacture. Closer commercial relations, however, permit 
in course of time a communication of technique and 
methods and a transplanting of experts and entrepre- 
neurs, tending to level up the industry of the one people 
to that of the other. This in turn favors the restoration 
of elaborative industry to its natural home, reduces the 
exchange of goods, and lessens the amount of economic 
interdependence. Precisely this effect is now visible in 
the intercourse of Oriental peoples with Western Europe. 

With the growth, in time, of a more uniform industrial 
civilization, the jealous encouragement of home manu- 
factures, now so striking and universal in all but the most 
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advanced countries, may be expected to become less 
needed, and therefore rarer. It is likely, therefore, that 
the mental, moral, and political differences between peo- 
ples will become less influential as factors of location. 
The anomaly of producers of materials sending their prod- 
ucts to the other side of the globe, there to be worked up 
and returned to them, will become less common as manu- 
facturing industries locate near the source of power, fuel, 
or materials on the one hand, near the consumers on the 
other hand, or else at some point on the path between the 
two. Owing to deep-seated race differences or to unlike- 
ness due to the prolonged selective sifting of social and 
industrial systems, there are lasting diversities of endow- 
ment that will affect the location of the superior manu- 
factures, demanding high technical and artistic skill in 
the operative. But the art of fabricating machine-made 
goods, which now form the bulk of manufactured articles, 
is likely to become the common property of the world. 
While, therefore, the specialization of areas will increase 
indefinitely, the specialization of races and peoples, now so 
striking, is a transitive phenomenon, doomed to relative 
decline. 

Having reviewed the factors of location, we will next 
consider their mode of operating. 

We must, at the outset, distinguish between the process 
of concentration and that of migration. The former is 
due to the advantages of one form of industry over an- 
other, the latter to the advantages of one locality over 
another. The economic forces making for concentration 
are not at all the forces of location we have been study- 
ing. A dispersed industry concentrates in one place — 
t.e., localizes — because of the economies that result from 
the dwelling of many enterprises of one kind in the same 
neighborhood. A large number of work-people living in 
a single community can improve faster in skill than if 
scattered in small separate groups. Methods are rapidly 
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levelled up to the best known, so that it is easier for a new 
process or type of skill to become a standard. The 
prompter appreciation and adoption of an improvement 
stimulate latent inventive talent. Numbers make it pos- 
sible to maintain special trade schools, museums, and 
laboratories, for promoting efficiency. Moreover, when 
the aggregate output is large, certain specializations ap- 
pear between the establishments, and the most expensive 
machinery can be used. Shops for the building and re- 
pair of machines settle close at hand, and subsidiary in- 
dustries spring up. In connection with the centre there 
grows up an organization for exchange, able to develop a 
market for raw material and for product that may econo- 
mize the use of middlemen. All these forces of locali- 
zation are manifestly distinct from the forces of location. 


For the reasons why an industry should be centred in 
one place and not scattered in several do not explainwhy 
it should settle in this place, and not in that. 
~ We will dw Consider three cases,— when the forces of 
concentration aid those of location, when they are neutral, 
and when they are opposed. The concentration of a scat- 
tered industry usually comes about by some locality out- 
stripping the other centres and finally extinguishing them. 
The initial growth is due, of course, to some superiority of 
this locality over the others. But, as the centre leaves its 
rivals behind, it requires a momentum from the fact that 
the economies of concentrated industry now work in its 
favor as well as its special advantages. With these urg- 
ing it in the same direction, one might wonder why the 
rising centre does not go on killing out its small rivals 
over larger and larger areas and appropriating their busi- 
ness. But trees do not grow up into the sky, nor does an 
industrial centre expand till it absorbs the custom of the 
globe. 

For this there are two chief reasons. One is that, as a 
place becomes more of a centre, its special advantage tends 
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to disappear. If it is water power, the multiplication of 
mills raises the cost of power till it is no longer cheaper 
than elsewhere. If it is accessible coal, the increase of 
consumption compels shafts to be sunk deeper and gal- 
leries to be cut farther till the local superiority has van- 
ished. The other reason is that, as industry concentrates, 
the radius of the territory from which its materials and 
the subsistence of its dependent population are drawn, and 
of the territory over which the finished product is distrib- 
uted, increases; the average cost of transportation per 
unit of industry grows, until its growth neutralizes the 
economies of further concentration. 

If a centre has exhausted its special advantage, it will 
grow only when the industry as a whole grows. But, if 
its further expansion is checked solely by cost of transpor- 
tation, every reduction of freight charges will enable it to 
widen its sphere of influence and gain on its scattered 
rivals. Moreover, as size is in proportion to tributary area, 
its growth will be as the square of the increase in the 
portability of goods. Such is the location process of the 
scattered industry. 

If now we imagine two such centres at a distance from 
each other to expand their influence till they kill out the 
small concerns in the buffer territory between them and 
come into competition with each other, the problem be- 
comes one of mere relocation rather than of localization 
and location. Economic concentration being already at- 
tained, the issue of the struggle will turn solely on the 
relative attractiveness of the rival localities. Supposing 
transportation to cheapen indefinitely, the industry will 
desert the inferior spot, provided the other locality does 
not exhaust its superiority in the course of its growth. 
We must note, however, that transport improvement itself 
sometimes reverses the position of the rivals it brings into 
competition, as when one locality is thereby enabled to 
reach an inexhaustible source of materials, while the other, 
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as it grows, must sacrifice the gain by lower freights in 
longer hauls. 

Sometimes the forces of location select an entirely new 
spot. Through movements of population, discovery of un- 
suspected advantages such as mineral resources, opening 
of backward countries, or building of railroads, a place 
formerly unknown or ignored is seen to possess superior 
suitability. This fact, however, is far from insuring the 
immediate migration of the industry to the more favorable 
locality, because the advantages of concentration now op- 
pose local advantages. The incipient enterprises in the as- 
piring locality must contend with long-established rivals 
who have the economies of association all on their side. 
Moreover, whatever the original advantages of the older 
seat, these have been re-enforced through the long resi- 
dence of the industry. Further adaptation has gone on, 
related branches have grown up in the neighborhood, 
a transportation and supply system has been formed, de- 
pendent, it may be, on this industry alone, permanent im- 
provements have been made, to say nothing of relatively 
durable investments of capital. Besides this, the chief oc- 
cupation has struck root in the population itself. Their 
residence, mode of life, habits, traditional skill, organiza- 
tions, systems of education, and even their public institu- 
tions and enterprises have become adapted to it. All 
these reactions create for an industry a matrix that clasps 
and holds it with much firmness. 

The power of a locality to hold an industry, therefore, 
greatly exceeds its original power to attract. The new 
Tocality must not only excel the old, but must excel it by 
margin enough to more than offset the resisting power 
of the matrix. It must offer excess of natural fitness to 
balance the artificial fitness of the old centre. Time is, 
however, an all-important factor. Even a moderate press- 
ure, if long continued, will detach an industry from its 
matrix. Though the subsidiary and affiliated branches 
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may unite with the main industry in sustaining the strug- 
gle, they will, after a while, lose hope, and withdraw. 
The laboring population may accept low wages in order 
to keep their homes and their common property, but the 
younger, unspecialized generation will drift away to bet- 
ter opportunities. Little by little all artificial support 
crumbles away, till, in the long run, a place must hold an 
industry, if at all, by its natural suitability, re-enforced 
by whatever lasting improvements have been made. 
The fact that the resisting power of an established 
industry is so great, together with the fact that private 
means cannot supply to a young enterprise the resources 
for the prolonged struggle required to detach from a long- 
seated industry the ganglion of interests that protects it, 
suggests, and is, in fact, a foundation for the policy of 
temporary assistance from the community. The principle 
of government protection or local credits or subsidies to 
infant industries is therefore thoroughly sound. As the 
capacities of a developing region are brought to light, 
judicious temporary aid to well-adapted enterprises may 
be regarded as hastening those local specializations with- 
out which maximum productiveness can never be attained. 
The departure of the chief industry may bring upon a 
specialized centre slow and dismal decay, tending towards 
final extinction, or it may bring swift destruction. When 
the handicap is not heavy, the trade languishes by gradual 
withdrawal of sustenance. Those savings out of profits 
which would have been devoted to extension are invested 
elsewhere. That portion which should be set aside to 
repair the deterioration and using up of fixed capital is 
likewise drawn off. Plant, buildings, and machinery re- 
ceive only such outlay as is necessary to wear them out 
with tolerable completeness. Thus the industry is carried 
on, on a narrowing basis, till, the sunk capital being used 
up, it abandons its former home altogether. But, if the 
new locality has great advantages over the old, desertion 
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will be precipitate. The low price of product, set by the 
sharp competition of the rising centre, may not only fail 
to yield to the old centre any adequate return on fixed 
capital, but it may not even avail to pay for material and 
labor. In this case production must cease at once. Fac- 
tories must be dismantled, machinery transplanted or sold 
as junk, and buildings degraded to inferior uses or suf- 
fered to fallin ruin. “It is distressing,” says an English 
inspector, “to witness the havoc which has been made in 
some picturesque valleys in Lancashire by the pressure of 
modern emulation and competition. Factories and cot- 
tages closed and untenanted, many of them unroofed and 
in ruins, meet the visitor at almost every turn, and give 
some indication of the great sacrifice of capital which 
must have been made before the present hopeless condi- 
tion was reached.” A tornado can hardly vie with the 
forces of competition in power to level and destroy. 

If capital is the active element, seeking out labor and. 
pairing with it, it is also the first to abandon the union. 
Labor, the more inert element, often endures long agony 
and death-in-life ere it can be brought to abandon its 
home, and seek work where it can be found. When tech- 
nique is advancing and discovery is rife, shiftings of in- 
dustry, attended with upbuilding of one place and 
decay of another, are frequent. For the most part, they 
signify economic progress, or, at least, so much of that 
progress as consists in relocating industry. Yet, as they 
inflict on the labor of certain districts unmerited adver- 
sity, in the form of low wages, unemployment, and declin- 
ing standard of living, they give rise to undue pessimism 
as to the condition of labor, if the phenomena of migra- 
tion are not fully understood. A precisely opposite error 
arises by too exclusive an attention to vigorous young 
centres of growing production, where the feverish exploi- 
tation of special local advantages creates unusual pros- 
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That the successive migrations of industry to points 
of greater and greater advantage can ever lead to a final 
settlement is not for a moment to be imagined. Besides 
exploration, discovery of unlooked-for resources, increase 
in accessibility, there are other dynamic factors to disturb 
the repose of industry, and compel movement. The ex- 
haustion of local natural deposits or growths, such as coal 
field, forest, or seal herd; the continual progress of sci- 
ence and the arts, involving the displacement of this or 
that material of production or form of motor power by 
a superior substitute; the changes in human wants, due 
to new ways of thinking, feeling, and living, by which is 
altered the relative importance of the elements in con- 
sumption; the changes in the distribution and massing of 
population, springing from recognition of social, political, 
or residential differences between localities,—all these 
will inevitably alter the comparative advantages of places, 
and lead to relocation of industries. 


Epwarp A. Ross. 
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THE NEW SECTIONALISM. 


At the present time we are hearing a good deal of a 
“new sectionalism” which is said to be arraying the 
West and South against the East. The line of division 
between the sections is not definite: an area of debatable 
ground is claimed by both sides. The states beyond 
the Mississippi show most clearly the characteristics of the 
new sectionalism. The South has been affected by local 
peculiarities,— notably by the presence of a large negro 
population,— but its general attitude has been one of 
sympathy and co-operation with the West. The states 
between the Mississippi, the Ohio, and the Great Lakes 
form the debatable region. The East, which is the chief 
object of Western and Southern hostility, includes the 
New England and Middle states, with New York as a 
centre. Kansas, Nebraska, the Dakotas, Colorado, and 
Nevada have been most distinctly committed to the new 
doctrines. These states have been strongholds of the 
Populists. They have furnished most of the recruits for 
the industrial armies. They have contributed the princi- 
pal support to the demand for the free coinage of silver. 
In the South, Alabama and South Carolina, and more 
lately North Carolina, have been the chief seats of the 
movement. The new sectionalism, therefore, represents a 
cleavage among the states which divides the older and 
wealthier states of the East from the younger, less popu- 
lous, and less wealthy states of the West and South. A 
line drawn from the source of the Mississippi to its junc- 
tion with the Ohio, thence up the Ohio to the south-west 
corner of Pennsylvania, and along the southern boundary 
of Pennsylvania and of Maryland to the Atlantic, marks 
in a general way the boundary between the sections. Six- 
teen states, with a population of 32 millions, comprise the 
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East, and twenty-eight states, with a population of 30 
millions, the West and’ South,—an almost equal division 
of the people between the sections. Such an estimate 
gives to the East the debatable ground contained in the 
five Central states. With the threefold division we 
should have the following: the East with eleven states 
and a population of over 18 millions; the doubtful 
states, five in number and with over 18 million people; 
and the West and South with twenty-eight states and 30 
millions. 

The chief characteristics of this new sectionalism have 
been: hostility to railways; belief in an irredeemable 
paper money issued by the federal government; demand 
for the free coinage of silver at a ratio of 16 to 1; hostil- 
ity to banks of all kinds; opposition to the issue of 
bonds; and demand for an income tax to force the holders 
of great wealth to contribute, according to their ability, 
to the needs of the government. The attitude of the 
West and South has been made clear in their support of 
the income tax, and in their defeat of all the efforts of the 
present administration to obtain the consent of Congress 
to the issue of bonds. The chaotic condition of politics 
during recent years is chiefly explicable as a result of the 
disturbing effect of the new sectionalism. The purpose 
of this paper is to describe the new movement, to estimate 
its real strength, and to make some forecast as to its fut- 
ure. 

The two organizations which represent most completely 
the ideas of the new sectionalism are the Farmers’ Alli- 
ance and the Populist party. The Farmers’ Alliance first 
attracted the attention of the public through the influence 
that it exerted in the congressional and state elections of 
1890. It was composed of a number of societies formed 
among the farmers during the years immediately preced- 
ing 1889. A union was arranged during that year; and 
in December a general convention was held at St. Louis, 
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at which the name was changed to the National Farmers’ 
Alliance and Industrial Union, and headquarters were 
opened at Washington. A plan of confederation with the 
Knights of Labor was adopted, and friendly greetings ex- 
changed with the single tax party. The formation of a 
new party out of the Alliance, the Knights of Labor, and 
other elements, was discussed, and a call issued for a con- 
ference at Cincinnati in 1891. 

Early in 1890 the Alliance began to exert political 
power. The local branches, established originally for the 
discussion of measures beneficial to the farmer, became 
political caucuses. Crop failures and low prices in the 
years just preceding 1890 favored this transformation. 
The result was a campaign “the most thrilling ever 
known in the West.” In the South, also, the Alliance 
made itself felt; but its influence was not so striking 


there, for it sided with the Democrats, while in the West 


it worked independently. In November, 1890, the 
Farmers elected governors in Georgia, Texas, South Da- 
kota, and South Carolina, carried State tickets in Kansas, 
Nebraska, and South Dakota, and elected a number of 
Congressmen. The national convention of 1890 was held 
just after these victories, and it was not remarkable that 
its leaders should be jubilant over their successes. The 
results of the elections encouraged the advocates of inde 
pendent political action, and another call for a convention 
was issued. The initial steps were thus taken for the 
formation of the People’s Party, which played so impor- 
tant a part in the election of 1892. The new party was 
formed in May, 1891, the component elements being the 
Alliance, various labor organizations, the single tax men, 
and the Nationalists. The influence of the Nationalists 
has been to give to the movement more of a socialist 
flavor than it would otherwise have possessed. Arrange- 
ments were made for a national convention in 1892, to 
nominate candidates for the Presidency and Vice-Presi- 
dency. 
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The convention met in Omaha early in July, 1892. 
After vainly trying to induce the late Secretary W. Q. 
Gresham, of Illinois, to accept a nomination, it nominated 
General Weaver, of Iowa, for President. The platform 
demanded: (1) the union of rural and civic labor; (2) gov- 
ernment ownership of railroads, and civil service reform ; 
(8) a national currency based on the Sub-treasury plan 
of the Farmers’ Alliance “or a better system”; (4) the 
free coinage of silver at the ratio of 16 to 1; (5) the in- 
crease of the currency to $50 per capita; (6) a graduated 
income tax; (7) economical administration; (8) the es- 
tablishment of postal savings-banks; (9) government 
ownership of telegraphs and telephones; (10) the reclaim- 
ing of land held for speculation and the prohibition of 
alien ownership. In the election that followed 1,041,041 
votes were cast for its candidates, giving to the party 
twenty-two votes in the electoral college, and dividing 
these votes for the first time since 1860 among three can- 
didates. Not before, in the period since the Civil War, 
had a third party succeeded in securing for its candidates 
a place in the electoral college. 

The successes of 1892 gave to the new party a position 
which it had not occupied before, although the remark- 
able election of 1890 had attracted attention to the new 
factor in politics. The representation in Congress, won 
first in 1890, was considerably strengthened after 1892. 
The two Populist senators, Peffer of Kansas and Kyle of 
South Dakota, were re-enforced by the election of Senator 
Allen, of Nebraska, and by the transfer of Senator Stewart 
of Nevada from the Republican side to the Populist 
ranks. In the House the number of representatives was 
raised to about a dozen. The influence of the new party 
was increased by the effect of its successes upon the two 
old parties. Both the Democratic and Republican parties 
felt obliged to conciliate the new power. This “ permeat- 
ing” influence has been the strongest positive force exer- 
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cised by the Populist party. Through this influence they 
have affected legislation much beyond what their repre- 
sentatives could directly accomplish. This indirect ac- 
tion, therefore, makes it much more difficult to estimate 
accurately their real strength. If we regard merely the 
work of their official representatives, their strength will 
seem very small; while, if we try to discover the way in 
which the policy of the two old parties has been influ- 
enced by them, we shall have to give to the Populists a 
considerable importance. 

The most striking instance of “ permeation” on the part 
of the Populists has been the adoption by the Democratic 
party of the income-tax demand. The latter, with full 
control of all the departments at Washington, came into 
power upon a platform that demanded a revenue tariff. 
Nothing had happened since the election to make neces- 
sary a change of the policy then announced. Yet the 
Democratic party incorporated in its tariff proposal an 
income-tax system of which not a trace is to be found 
in the platform on which it had appealed to the voters. 
This new feature survived all the changes to which the 
new tariff was subjected, in spite of the opposition of 
members of both parties from the East. Populism has 
affected not one party, but both; as is shown by the 
vote in the Senate on Senator Hill’s motion to strike out 
the income-tax section. The vote was: yeas, 23; nays, 40. 
The yea column was made up of three Democrats (Hill 
and Murphy of New York and Smith of New Jersey) and 
twenty Republicans. The nays included three Populists 
(Allen, Kyle, and Peffer), six Republicans (Hansborough 
of North Dakota, Mitchell of Oregon, Pettigrew of South 
Dakota, Carr of Montana, Shoup of Idaho, and Teller of 
Colorado), and thirty-one Democrats. The progress made 
by Populist permeation of the old parties in regard to the 
free coinage of silver is difficult to estimate. The “free 
silver” sentiment at Washington is strong, and has been 
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little affected by the defeats of the past two years. With 
every Populist, nine-tenths of the Democrats, and one-half 
of the Republicans of the West devoted to the idea, 
there is need of very little assistance from the East to 
make possible the passage of a free coinage bill. 

There were indications a year or two ago of a possible 
change of sentiment in the East. The formation of a 
society in Boston in favor of bimetallism, under the 
leadership of President Walker of the Institute of Tech- 
nology and President Andrews of Brown University, 
seemed for a time to promise substantial aid to the silver 
cause.* The proposition by Senator Lodge to embark 
upon free coinage on the theory that by threats of tariff 
legislation against other nations we could compel them to 
join us in a bimetallist policy, and the interview with 
ex-Speaker Reed published in the Fortnightly Review, at 
about the same time, pointed in that direction. In Penn- 
sylvania there has been some coquetting with silver on 
the part of Senator Cameron. Pennsylvania is also the 
home of ex-Congressman Sibley, who has recently made 
a tour of the West as a presidential candidate of the 
silver party. On the whole, however, there is every indi- 
cation of a sharper division of opinion between the East 
and the West upon the money question. The business 
world is opposed to change, and agitation in the West is 
more likely to solidify Eastern opinion against silver than 
to modify it in its favor. 

In another way the Populists gained during the last 
Congress. The divisions in the Democratic party made it 
difficult to hold its majority together. The narrow ma- 
jority in the Senate made the support of the Populists 
welcome from time to time. Moreover, the Republicans 
were anxious to win Populist votes, as, with their aid, it 


*See the article by President Andrews on Th: Bimetallist Committee of 
Boston and New England, in this Journal for April, 1894, vol. viii. p. 319. 


t For June, 1894. . 
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was possible to overcome the Democratic majority. The 
exigencies of party politics have resulted in giving to the 
representatives of the new ideas a recognized position not 
often accorded to a third party. This advantage remains 
with them in the present Senate, owing to the failure of 
either the Republicans or Democrats to obtain a majority. 
The Populists therefore occupy an even more command- 
ing position than in the last Senate; for without them 
neither party can carry its measures. In the last Senate 
there were forty-four Democrats, thirty-six Republicans, 
five Populists, and three vacancies. The new Senate con- 
tains forty-three Republicans, thirty-nine Democrats, and 
six Populists. Even the two new senators from Utah will 
not give the Republicans secure control. The six Popu- 
lists are Peffer of Kansas, Allen of Nebraska, Stewart 
and Jones of Nevada, Kyle of South Dakota, and Butler 
of North Carolina. In addition there are Senators Irby 
and Tillman, of South Carolina, who may call themselves 
Democrats, but have strong and undisguised Populist 
sympathies. Senator Pritchard, of North Carolina, was 
elected senator as a result of the Republican-Populist 
combination in that state at the election of 1894, The 
Populists thus form a compact little group, able to dictate 
to both the old parties. Their strength is increased by 
the well-known sympathy of a number of other senators 
with their views. 

Of the character and ability of the members of the new 
party in the last Congress a recent writer has said:* “ In 
a session [1893-94] when absenteeism has been most 
scandalous, and when the party in power, despite its 
overwhelming majority, has for weeks together found it 
well-nigh impossible to secure a quorum, the little band of 
Populists have been in their seats, and have attended, to 
the best of their ability and knowledge, to the legitimate 
interests of the nation and of their constituents. . . . If, 

* Albert Shaw, in the Review of Reviews, July, 1894. 


| 
| 
| 


276 QUARTERLY JOURNAL OF ECONOMICS 


on the one hand, they have shown no transcendent ability 
as statesmen, orators, or parliamentarians, they have, on 
the other hand, maintained an exceedingly good average 
in these regards. Very few of them could, by any pos- 
sibility, be regarded as belonging to the politician class. 
Speaking generally, they may be said to be fair repre- 
sentatives of the honest, well-intentioned citizenship of 
the states from which they came.” 

Senator William V. Allen, the Populist senator from 
Nebraska, came to Washington at the opening of the 
special session in August, 1898. He had never been 
a politician, and had held no political office. He was born 
in Ohio forty-six years ago. When young Allen was ten 
years old, the family removed to Iowa. Four years later 
the war broke out. After an unsuccessful effort to enlist, 
he succeeded in 1862, and served for three years. At the 
end of the war he returned to Iowa and to his studies ; 
and after some time spent in attending school, teach- 
ing, and reading law, he was admitted to the bar. He 
practised for a time in Iowa, and in ten years removed 
to Madison, Nebraska, a village of fifteen hundred 
people. 

In 1891 he received the Populist nomination for district 
judge, and was elected by a good majority. He had left 
the Republican party in 1890. As the result of the election 
of 1892, Mr. Allen was elected senator from Nebraska. 
Of his election a hostile critic has said:* “In spite of all 
opposition, they elected, by the aid of the Democrats, 
W. V. Allen to the Senate. The election cost Mr. Allen 
just $74.25. He is a Populist; but he is a conservative, 
pure, incorruptible man, who won renown as a just, 
upright judge and eminent attorney.” In the Senate 
Senator Allen has distinguished himself for his opposition 
to the repeal of the silver purchase law and for his sup- 
port of the rights of Coxey and his followers. During 

*In the Forum for May, 1893. 
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the continuous session of October, 1893, he made a speech 
that occupied a little more than fifteen consecutive hours 
in its delivery. He began at five o’clock in the afternoon 
of October 11, and pronounced his closing sentences at 
a little after eight on the following morning. As to the 
constitutional rights of Coxey and his men, Senator Allen 
held “that these people were peaceful citizens coming to 
the Capitol on a lawful errand, and that, as petitioners, 
they were entitled to a hearing upon the grievances they 
had come so far to declare.” .He favored the resolution of 
Senator Peffer, that. a select committee of the Senate 
should be appointed to receive and listen to Mr. Coxey 
and his followers; and he made a sharp protest against 
the police preparations that were brought into requisition 
in the District of Columbia on account of the so-called 
invasion of the “industrial” armies. At the same time 
he disclaimed any connection with the Coxey movement 
or any sympathy with its methods. 

The comparative strength of the Populists in the various 
states is by no means clearly indicated by the vote for Popu- 
list electors for President in 1892. These figures furnish 
only a general estimate ; for the returns of votes for candi- 
dates other than those of the leading parties are not care- 
fully made, and are variously classified in different states. 
The following table, based upon figures prepared by Mr. 
W. J. Ghent, of New York City, gives careful estimates 
made from the best attainable data of the real Populist 
strength in 1892 and 1894. The Republican and Demo- 
cratic papers slighted the new party, while Populist papers 
made most extravagant claims. In South Carolina the 
Populists are credited in 1894 with the Tillman Demo- 
cratic vote, as no Populist ticket was run, and the Till- 
manites stood on an avowedly Populist platform. 
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AOTUAL POPULIST VOTE IN 1892 AND 189. 


West. 1892. 1894. South, 1892. 1894. 
Colorado ..... 40,000 74,894 ‘Texas ...... 99,688 175,000 
South Dakota 26,544 26,568 Mississippi 10,256 12,096 
Kansas. ....-. 115,000 118329 Georgia ..... 42,937 96,888 
Nebraska. .... 61,326 69,883 Alabama... .. 42,600 83,283 
Idaho ...... 4,865 7,121 North Carolina 44,736 70,000 
Washington 19,165 24,983 Florida. ..... 4,843 750 
Oregon. ..... 15,000 «25,461 Louisiana. ... . 13,281 5,376 
North Dakota 7,000 8,794 Tennessee 23,477 23,092 
Nevada. ....-. 2,000 2,771 Kentucky. .... 23,500 17,363 
Montama..... 7,334 15,251 Arkansas. .... 11,831 24,541 
Minnesota 29,318 87,931 Virginia ..... 12,275 10,330 
California 25,352 65,237 South Carolina 2,407 39,586 
Missouri. .... 41,213 West Virginia 4,166 3,407 
Wyoming. . 1,500 2,176 
Towa... 20,595 34,859 
Indiana ..... 22,208 29,388 
Michigan . + 19,892 80,012 
. .... 22,207 60,066 
Ohio. ... 49,495 
Wisconsin 25,604 
New Bagland, Kew Sow Pennsylvania, Delaware, 


The strength of the Populists, as compared with the 
old parties, is indicated by the following figures, which 
give the percentage of the total state vote cast for Popu- 
list candidates, based upon the figures of the preceding 
table. In each case the total state vote of 1892 is taken 
as a basis. The New England states, and New York, 
New Jersey, Pennsylvania, Maryland, and Delaware, are 
omitted from the comparison. 


West. 1892. 1894. South, 7892. 1894. 
Colorado. ...... 4% ij81% 23% 41% 
South Dakota ...... 37 37 20 23 
36 37 Georgia ... 20 43 
Nebraska. ...... 31} 35 « « 18 36 
Idaho .. 38 North Carolina 16 25 

© 20 333 Louisiana. ...... i 4 
North Dakota... ... 20 23 Tennessee. ...... 9 
Nevada. 19 20 Kentucky. ...... 7 
Montama....... 16} 35 Arkansas. . ..... 7 16} 


| 

| 
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West. 1892. 1894, South. 1892. 1894 
California ...... 10 21 South Carolina 3 56 
Missouri ......-. Th West Virginia. .... 2 
Wyoming. ...... 6 13 
5 ¥ 
Michigan. ...... 4 6} 
7 


The elections of 1894 resulted in the defeat of the Pop- 
ulists in most of the Western states in which they had 
had great success in 1892. These defeats, as the figures 
show, were not caused by a falling off in strength: they 
were due to local influences and political complications. 
Although they lost the governorship in Kansas, their vote 
increased from 115,000 in 1892 to 118,329 in 1894. In 
Oregon, although the erratic Pennoyer was defeated, the 
Populist vote increased from 15,000 to 25,461. The elec- 
tion of a Populist governor in Nebraska, on the other 
hand, was hardly due to an increase of Populist strength, 
but was chiefly the result of a bad nomination on the part 
of the Republicans. The great gains made were in the 
South. South Carolina elected as governor a Tillman 
Democrat, while Tillman himself was sent to the United 
States Senate. The Tillman Democracy received nearly 
40,000 votes out of a total of less than 70,000. They 
adopted the Ocala platform of the Farmers’ Alliance, 
asserting that its demands were not inconsistent with 
those of the Chicago platform of the national Democracy. 
A fusion of Republicans and Populists in North Carolina 
resulted in the election of an anti-Democratic legislature 
and the sending to Washington of one Republican and 
one Populist senator,—two Populists with Republican 
affiliations. In Texas, too, a Republican-Populist fusion 
succeeded in electing two Congressmen. In Alabama a 
similar fusion resulted in the election of a Republican 
Congressman. The Populist vote in Minnesota showed 
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a remarkable increase from 29,313 in 1892 to 87,931 in 
1894. In California the Populists developed extraordi- 
nary strength. Their vote ran from 45,749 for their 
weakest candidate to 68,000 for their strongest candidate. 
For attorney-general the Populist vote was only a little 
over 14,000 behind the Democratic. The campaign was 
characterized by extreme hostility to the Southern Pacific 
Railway monopoly, and the Democratic programme was 
avowedly for government control of the Central and 
Union Pacific Railroads. The Democratic candidate for 
governor, Mr. Budd, offered as a practical policy the tak- 
ing of these roads by the federal government and their 
management as government highways, over which, under 
proper regulations, any railroad might run its cars. This 
policy was peculiarly his own, for he originated it ten 
years before while a member of Congress. He stumped 
the state upon this issue, the first instance of a campaign 
conducted by one of the leading parties in this country in 
favor of government control of railroads. It was chiefly 
due to the popularity of such a policy that a Democratic 
governor was elected in California in the face of general 
Democratic defeat. 

The relative strength of the chief ideas of the new sec- 
tionalism in the different states is shown in the following 
table. For purposes of comparison the states are divided 
into four groups,— Western, Southern, Central, and East- 
ern. The Western states are those west of the Missis- 
sippi, and north of and including Missouri and Kansas. 
The Southern are those south of and including Virginia, 
West Virginia, Kentucky, Arkansas, and Texas. The 
Central states are Illinois, Indiana, Ohio, Michigan, and 
Wisconsin. The Eastern include the New England 
states and New York, New Jersey, Pennsylvania, Dela- 
ware, and Maryland. 

For convenience of comparison the votes indicative of 
the same opinions are put into the same column, whether 
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they happen to be yes or no on the particular proposition 


under consideration.* 


An examination of these figures shows that in the West- 


WESTERN. 


June 25, 1890 
Aug. 28, 1893 
Oct. 30, 1893 
Feb. 1, 1894 
Feb. 14, 1895 


SOUTHERN. 


June 25, 1890 
Aug. 28, 1893 
Oct, 30, 1893 
Feb. 1, 1894 
Feb. 14, 1895 


CENTRAL. 

June 25, 1890 
Aug. 28, 1893 
Oct. 30, 1893 
Feb. 1, 1894 
Feb. 14, 1895 


EASTERN, 


Feb. 1, 1894 


For 


Against 18 


For 
“ 


36 
10 


Against 79 
“ 99 
For 21 
Against 42 
“ 11 


ern states there is a majority for free coinage of silver; 
that, as represented in the Senate, these states were op- 
posed two to one to the repeal of the silver purchase 
clause of the Sherman act; that they are unanimous for 
the levying of an income tax; and that they are against 
the issue of gold bonds more than five to one. The South- 
ern states are even more strongly in favor of free coinage 
than the Western, slightly more opposed to repeal, almost 
unanimous for the income tax, and nearly three to one 
against gold bonds. The Central states have a small ma- 


*Except in the case of the Repeal Bill, the figures are of votes in the House. 


\ 


|__| 
Free Coinage. ..... 26 21 
RepealBill ...... For 9 
IncomeTax ...... i Against 0 
Gold Bonds 
Free Coinage For 74 Against 14 
Repeal Bill Against 18 For 8 
Income Tax For 96 Against 3 
Free Coinage For 24 Against 36 
“ “ 14 “ 60 
Repeal Bill Against 0 For 10 
Income Tax For 43 Against 1 
Gold Bonds ...... 2 a 
Free Coinage June 25, 1890 For 8 
Aug. 28, 1893 1 
Repeal Bill Oct. 30,1893 Against 1 
Income Tax PY For 65 
Gold Bonds .... . . Feb. 14, 1895 « 
| 
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jority against free coinage, unanimously supported repeal, 
are almost unanimous for an income tax, and are opposed 
to the issue of gold bonds, though less strongly opposed 
than the West and the South. In the Eastern states we 
find almost complete unanimity against free coinage, in 
favor of repeal, great opposition to an income tax, and 
strong support of gold bonds. The sectional division is 
clear. The Eastern states are opposed to the West and 
South, while the Central states occupy an intermediate 
position. The Eastern states cast but one vote for free 
coinage in 1893, this one vote being cast by Congressman 
Sibley, of Pennsylvania, before referred to as a silver can- 
didate for the Presidency. The same state gave the only 
Eastern vote against repeal. On the other hand, the 
West and South are practically unanimous for an income 
tax; while the East cast only five votes in its favor,— 
three from Pennsylvania, one from Massachusetts, and 
one from Connecticut. The Central states agree with 
the West and South in this respect as well as in regard 
to the issue of gold bonds, while as to free coinage and 
repeal they take sides with the East. The less thickly 
settled parts of the country favor free coinage and an in- 
come tax, and oppose repeal and gold bonds. The Sen- 
ate has shown itself more friendly to the ideas of the new 
sectionalism than has the House, for the equal represen- 
tation of the states in the former body gives to the less 
populous states an advantage there. Hence the long 
struggle in the Senate over repeal, and the repeated pas- 
sage of free coinage bills by the same body. Wherever 
there are large centres of population, there is a noticeable 
hostility to free coinage and an income tax. The two rep- 
resentatives from California who voted against free coin- 
age in 1893 were from San Francisco and Oakland. The 
only votes from Missouri against free coinage came from 
St. Louis, and in Alabama the only opposition came from 
the district in which Mobile is situated. 


| 
| 


Sectional ideas have broken through party lines. Ques- 
tions of finance and taxation have been supported or op- 
posed not according to party divisions, but according to 
sectional feeling. Both parties have suffered from these 
Democrats in the East have voted in oppo- 


influences. 


sition to the majority of their party, while Republicans in 
the West have followed a similar course.* In August, 


*The record of certain important votes cast in Congress during the past few 
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years is as follows : — 
FREE COINAGE, AUGUST 28, 1893, 


The present state of the sectional conflict in Congress is shown by the votes 
upon free coinage during February, 1896. February 1 the Senate passed a free 
coinage substitute for the House Bond Bill by a vote of 48 to 41, including pairs. 


For. 
. + 101 Dem., 13 Rep., 
18 9 
70 — 
12 2 
1 


11 Pop. 
11 


GOLD BONDS, FEBRUARY 14,) 1895, 


For. 
90 Dem., 30 Rep. 
8 2 
24 
17 5 
41 23 


Against. 
111 Rep., 116 Dem. 
23 4 
4 25 
29 30 
63 46 
1893, 
Against, 
11 Rep., 23Dem., 3 
10 5 3 
18 
1 
Against. 
61 Rep., 96Dem.,11 Pop. 
26 15 
2 62 = 
24 17 ~ 
9 2 = 


The attitude of parties and sections is indicated by the following table: — 


Western. 
Southern 
Central . 
Eastern . 


February 14 the House non-concurred in the Senate substitute by a vote of 
215 to 90. The vote was as follows: — 


For. 


. 24Dem., 18 Rep., 6 Pop. 


4 


16 
1 


1 


1 


15 Dem,, 26 Rep. 


5 
4 
6 


Against. 


7 
1 
4 
14 
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|| 
Southern . . 
Central. .. 
Eastern. . . = 
REPEAL BILL, OCTOBER 30, 
For. 
Total. .... . 21 Dem., 27 Rep. 
Westen ....— 9 4 
Southern .... 8 
Central. .... 6 4 
Eastern. .... 7 14 
Western .... 
Southern .... 
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1893, the Democratic vote was almost equally divided for 
and against free coinage; while a minority of Republicans 
joined with the Democrats in favor of free coinage. It 
was significant that one hundred and one Democratic 
votes were cast for an amendment opposed by a Demo- 
cratic majority and by a Democratic President. On the 
vote for repeal in the Senate the Democratic vote was 
almost equally divided; while twenty-seven Republicans 
voted for repeal, and eleven against it. The vote on gold 
bonds in February, 1895, indicated an even more demor- 
alized condition of parties. A majority of Democrats 
voted against a policy proposed by the Democratic admin- 
istration, and known to be of the greatest importance to 
the national credit. The leader of the Republicans also 
failed to control his party, sixty-one Republicans voting 
against him. - 

Such facts as these throw light upon the present and 
recent demoralization of parties in Congress, and make 
more clear the reasons why so little has been accomplished 
by the legislative branch of the government. The ques- 
tions before Congress have been questions upon which 
sectional feelings differ widely. The House contains a 
majority of representatives who favor Eastern views as to 


Against. For. 
8 58 Dem., 25 Rep., 7 Pop. 31 Dem. 184 Rep 
Weaterm. 3 17 4 3 31 
Southern ........ 52 4 2 19 12 
2 3 1 64 


The decrease of 35 in the free coinage vote from that cast in the House in 
August, 1893, is due largely to changes in the States lying along the border of the 
sections,—in Missouri, Kentucky, and Tennessee. In Missouri a vote of 12 to 2 for 
free coinage became one of 11 to 1 against. The Kentucky vote, evenly divided 
in 1893, was unanimous against in 1896. In Tennessee a majority for became a 
majority against in 1896. The sectional rather than the party character of these 
votes is illustrated by California, where the vote of 5 to 2 for free coinage in 1893 
became a unanimous one of 7 in 1896; while the party composition of the State 
delegation changed from a majority of Democrats to a strong majority of Repub- 
licans. In North Carolina the vote, unchanged from 1893, of 8 to 1 for free coin- 
age was made up almost equally of Republicans, Democrats, and Populists. 
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free coinage and repeal, while there is at the same time 
a majority for an income tax and in opposition to gold 
bonds. The Senate has a majority favorable to free coin- 
age and an income tax, and opposed to repeal. The Pres- 
ident is a strong representative of Eastern ideas. Briefly, 
the House is divided between representatives of the sec- 
tions, the Senate is largely representative of the West 
and South, while the President represents the East. 
With such a balance of powers we need not be surprised 
that little progress is made. The same situation offers an 
explanation for the lack of harmony in the Democratic 
party. That party, relying as it does for much of its 
strength upon the South, feels very strongly the dividing 
influences of sectional feeling. The failure of the ma- 
jority in the House and Senate to follow the lead of the 
administration is to be accounted for mainly by the growth 
of sectional differences. The new sectionalism is the key 
to an understanding of the existing political situation. | 

Now that we have completed our review of the influ- 
ences that have been at work in the West and South 
during recent years, we are in a position to draw some 
general conclusions as to the nature of these movements. 
The first feature that attracts attention is the importance 
of the part played by the government in the development 
of the life and thought of the West. The free silver de- 
mand illustrates this. It comes from the issue of green- 
backs by the government during the war. That act gave 
birth to the greenback party, the parent of the free silver 
party. Federal legislation, too, in regard to the West has 
tended to magnify the importance of government in the 
eyes of the people. From the beginning the government 
has done everything. The men who settled the West after 
the war settled on government lands, saw the great land 
grants to the railroads, saw, above all, the Union Pacific 
built by a government endowment of a land grant, and by 
a loan of $50,000,000 for construction. The great exten- 
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sion in the powers and influence of the federal government 
that began with the outbreak of the Civil War continued 
in the years following its close, and the development of 
this tendency has been contemporaneous with the life of 
the West. The tariff, currency, pensions, public improve- 
ments, have all contributed to the same end,— the magni- 
fying of the share of the state in the every-day life of the 
people. The policy of the government has therefore been 
responsible for the development of special movements and 
of special demands. It has also been responsible for the 
development of that attitude on the part of the people 
which makes them look to the government for every- 
thing,—an attitude noticeable all over the country, but 
nowhere so marked as in the West and South. 

Another set of influences that have been at work result 
from the industrial relations of the East and West. The 
West, as a new country, destitute of capital, has looked 
to the East for assistance. Its needs, coupled with the 
prospects of future profits, have led the West to agree to 
terms rather hard. The inevitable result has been some 
feeling of injustice when the terms of agreement are in- 
sisted upon. The conflict of interest came between the 
debtor and the creditor. The debtor felt the creditor was 
too insistent for his pound of flesh. The creditor became 
suspicious of the integrity of his debtor. Extend this 
relation from the individual to the community, and intro- 
duce a certain not inconsiderable element of corruption, 
and you have the present relations between the sections, 
with the recurrent cries of Wall Street conspiracy and the 
money power. Remember, too, that the beginnings of 
the indebtedness were made in a period of inflation, while 
the payments come after the return to a specie basis. 
Furthermore, the currencies of the world are in a state of 
confusion as a result of the decline in the price of silver. 
We need not be surprised at the appearance of a cleavage 
between the sections whose relations.are mainly those of 
debtor and creditor. 


i 
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Still another set of influences have been at work. 
These are the changes in the general economic conditions 
in the United States, as a result of the remarkable ma- 
terial development of the country. The settlement of the 
West has not gone on regularly throughout the past 
thirty years: it has advanced irregularly by fits and starts. 
A period of extraordinary activity has been followed by 
one of quiet. Population has gone West too fast, and has 
had to wait for the general movement to catch up with it. 
A boom has been followed by a collapse, the collapse 
usually leading to an outbreak such as the Granger move- 
ment. After each collapse there have remained still more 
lands to occupy, and the process has continued. Now, 
however, the settlement of the West is reaching a stage 
where no more lands are left to occupy. A more perma- 
nent condition of things is approaching. The West must 
face the conditions of a settled country. The margin of 
land is reduced to a minimum. The pinch of this new, 
situation is beginning to be felt, and is making the move- 
ments resulting from the crop failures of 1887 to 1890 
seem more serious. The same situation makes it probable 
that the unrest will be more lasting. The co-operation of 
the South with the West is easily understood, if we re- 
member that the South, as well as the West, has been 
undergoing a rapid economic development since the end 
of the Civil War. The existence of slavery down to 1865 
retarded the growth of that section, so that its transforma- 
tion has been exceedingly rapid for the past generation. 
Manufactures have been established, railroads built, min- 
eral resources developed. The aristocratic system of the 
Old South under slavery has given place to the demo- 
cratic industrial system of the New South. The same 
difficulties, and even greater, have been encountered in 
the transition that have been experienced in the West. 
Hence the appearance of similar movements and of similar 
demands for the removal of grievances. 
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In the influence of the policy of the federal government, . 
in the industrial relations of the East with the West and 
South, and in the economic changes that have come from 
the closer settlement of the West and the industrial trans- 
formation of the South, we have the principal influences 
that have produced the new sectionalism. But, in addi- 
tion to these industrial and economic conditions, there are 
other causes that deserve attention. Among the more im- 
portant of these are the corruption of the old parties,* the 
rise of a new democracy, and the avoidance of live issues 
by the leading parties. The different political affiliations 
of the Populists in the West and South illustrate this 
aspect of the movement. In the West, where the Repub- 
licans have been for many years the majority party, the 
Populists have united usually with the Democrats; while 
in the South, where the Democrats have been the domi- 
nant party, the Populists have fused with the Republi- 
cans. In Kansas, Nebraska, and Iowa, strong Republican 
states ever since the Civil War, we find a fusion of the 
Democrats and Populists. In Alabama, Texas, and North 
Carolina, on the other hand, the Republicans and Popu- 
lists have united. These attempts have had more success 
in the South than in the West. The greatest victory was 


*The following passage in the Populist platform adopted at Omaha in 
1892 is significant : — 


“Corruption dominates the ballot-box, the legislatures, the Congress, and 
touches even the ermine of the Bench. The people are demoralized. Most of 
the states have been compelled to isolate the voters at the polling places to 
prevent universal intimidation or bribery. ... We have witnessed for more 
than a quarter of a century the struggles of the two great political parties for 
power and plunder, while grievous wrongs have been inflicted upon the suffer- 
ing people. We charge that the controlling influences dominating both these 
parties have permitted the existing dreadful conditions to develop without 
serious effort to prevent or restrain them. Neither do they now promise any 
substantial reform. They have agreed together to ignore in the coming cam- 
paign every issue but one. They propose to drown the outcries of a plundered 
people with the uproar of a sham battle over the tariff, so that capitalists, 
corporations, national banks, rings, trusts, watered stock, the demonetization 
of silver, and the oppressions of the usurers, may all be lost sight of.” 
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won in North Carolina in 1894, when the fusionists car- 
ried the legislature, and elected two United States sena- 
tors. The absorption of the Populists by the Democrats 
in South Carolina is hardly an exception; for the Till- 
manite section of the Democratic party in that state is 
especially hostile to the older wing, which represents the 
power and prestige of the ruling aristocracy. The Till- 
man Democracy is really Populistic in its character: its 
political affiliations are produced by local conditions. 
Thus the Populists have been both in the West and in 
the South hostile to the party in power, responsible as it 
always must be for the corruption that creeps into a state 
in which one party has been for a long time dominant. 
The rise of a new democracy requires some further com- 
ment. It is a very general opinion that we have had 
a perfectly democratic government ever since 1776. 
During the early years of the republic the government 
of the country was in the hands of the aristocracies of. 
Virginia and New England, of which Washington, Jef- 
ferson, Madison, and the Adamses were the leaders. 
While theoretically sovereign, the people at large were 
“deferential” enough (to use a phrase of Bagehot’s) to 
allow the control of affairs to remain in the hands of their 
superiors in birth and position. The first serious shock 
to this situation came with the advent to power in 1830 of 
Andrew Jackson. The great middle class, so called, the 
people with no pretension to birth and with no inherited 
wealth, were gradually roused to a point where they de- 
manded a voice in public affairs. From 18380 to 1865 
large classes, before indifferent or unable to exert an 
influence, began to take an effective part in governmental 
affairs. All property qualifications, such as existed in the 
early days of the republic, were swept away. Legally, 
there was a government of the people. Nevertheless, 
there remained large classes who were unable to exert any 
real influence upon politics. The years since 1865 have 
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witnessed the gradual coming to political consciousness 
of these long silent classes. Economic and industrial 
! changes, the results of popular education, and the growth 
to maturity of the children of the earlier immigrants 
from Europe, have all tended in the same direction. A 
similar development has been going on throughout the 
world. In the United States there are many indications 
that the great masses of the people, the working classes, 
h are at length astir, and ready to take a real part in the 
I control of the government. The true explanation of the 
b so-called tidal waves of 1890, 1892, and 1894, is to be found 
in the participation of these classes, formerly without 
political influence. They show that the masses are now 
capable of forming opinions upon questions placed def- 
initely before them, and have learned how to register 
those opinions at the polls. The passage of an unpopular 
tariff act was the chief cause of the tidal waves of 1890 
and 1892, while in 1894 the people punished the Demo- 
{ crats for the disasters of 1893. The growth of labor 
| organizations and the spread of socialistic agitation point 
in the same direction. The industrial armies of 1894 and 
the great strikes of recent years are results of the same 
cause. The Populist party derives its greatest strength 
from these very classes, hitherto unrepresented. Its rank 
and file are made up of the common people, and it is from 
their participation that it derives its great significance. 
From another point of view the avoidance of live issues 
by the leading parties is responsible for the formation of 
independent movements. The great party organizations 
have long survived the issues they were formed to sup- 
port. They have become mere machines for winning 
elections and keeping control of the offices. They refuse 
to risk anything by attempts to deal with pressing ques- 
tions; and they prevent, by the very strength of their or- 
ganization, the formation of new agencies. But the prob- 
lems of the time become ever more insistent of attention. 
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They will not down at the frown of party leaders. They 
must be dealt with, and machinery must be provided for 
their solution. The strength of the demand is shown by 
the many fruitless efforts to discover methods of solving 
them. In spite of great obstacles, independent organiza- 
tions are formed to advocate all sorts of remedies. The 
refusal of the great party organizations and of well-known 
men to touch the problems has left the task to organiza- 
tions and leaders incompetent or insufficiently equipped 
for the work. Because the Republicans and Democrats 
decline to take up the pressing industrial problems, their 
solution is left to the Populists. And the Populists will 
deserve credit if they accomplish nothing more than to 
lead the great parties and their leaders to face these ques- 
tions. With all their faults, they have the one great merit 
of recognizing that industrial problems are the problems 
of the hour in the United States, as in the rest of the 
world. 
This aspect of the movement leads us to the considera- 
tion of the new sectionalism as the American counterpart 
of socialism in Europe. There occurred in 1892 general 
elections in the three leading countries of Europe,— Eng- 
land, France, and Germany. A significant feature in 
each of these elections was the important influence ex- 
erted by socialism. In Germany the Social-Democracy 
showed itself the strongest single party, returning sixty 
members to the Reichstag. In France the socialists first 
made their appearance as a leading party, with a strong 
representation in the Chamber of Deputies. In England 
the influence of the new socialism was first felt at a gen- 
eral election. The growing strength of socialism in 
Europe is thus an established fact. But in America it is 
generally supposed to have a slight hold. There is 
thought to be some natural opposition between socialism 
and the American spirit. We are said to be compara- 
tively free from the great problems that vex the nations 
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} of the Old World. It is assumed that socialism has not 
yet entered the domain of practical politics. I believe 
that such a position is untenable, and that Populism or, 
y to use the broader term, the new sectionalism, embodies 
ideas and demands essentially like those made by the 
socialists in Europe. In brief, a study of the present situ- 
) ation in this country leads inevitably, it seems to me, to 
f the conclusion that Populism is the American counterpart 
A} of socialism in Europe. Socialism has entered the field of 
practical politics through the appearance of a new section- 
The organized efforts to advance socialism in the 
NM United States can be very briefly enumerated. These 
i have been the Socialist Labor party, the Single Tax 
| League, Nationalism, and Christian Socialism. The So- 
cialist Labor party has exercised a considerable influence 
upon the labor movement. The most important influ- 
ence, however, has come from the Single Tax, which has 
| been an entering wedge for more radical reforms, and has 
| prepared the way for the adoption of purely socialistic 
proposals,— and this in spite of the strong individualistic 
| attitude of its leaders. Compared with the Single Tax, 
Nationalism has had a small effect. The relative impor- 
tance of the two movements cannot be better indicated 
than by a comparison between the two books, Progress 
and Poverty and Looking Backward, which have respec- 
tively given rise to the movements. Progress and Poverty 
is an economic work which, after fifteen years of search- 
ing criticism, has taken its place upon the shelves of econ- 
omists. Looking Backward is only one among the many 
Utopias that have been given to the world since the publi- 
cation of the famous work of Sir Thomas More. 

If these formal movements were all the influences at 
work in the United States in favor of socialism, the his- 
tory would indeed be very brief; for there is little of a 
permanent character in any of them. As has been the 


| 
| 


THE NEW SECTIONALISM 293 


case with Nationalism, an extremely rapid growth would 
be followed by as rapid a collapse. Such movements are, 
like the Coxey Army, mere surface manifestations of a 
social unrest which is making itself felt along the line of 
least resistance. In my opinion, the most important indi- 
cation of the growth of socialism in the United States is 
the appearance in the West and South of an unconscious 
socialism in the shape of Populism. 

The unconscious socialism of the West and South is 
essentially a home product, very slightly influenced by 
foreign movements. It is a product of conditions that 
have grown up since the Civil War, and appears most 
strongly in the West and South, because there the con- 
ditions have been more favorable to its growth. The 
characteristic feature of Populism, already pointed out, is 
the importance that is attached to the action of government. 
It looks to the government for everything,—a feature of 
socialism wherever found. Populists may claim, as many: 
of them do, that they are not socialists, and that they are 
opposed to socialism: the fact remains that their attitude 
is socialistic. Their demands are for government inter- 
ference fur the correction of evils. They believe the 
government can do better for individuals, in many cases, 
than the individuals can do for themselves. Furthermore, 
their proposals are the very ones advocated by socialists. 
The fact that they are undoubtedly the outgrowth of home 
conditions does not change their character. The demand 
for the government ownership of railroads, due to the 
abuses of railroad management, is a leading feature of the 
Populist platform. The hostility to banks, and the de- 
mand for the abolition of private banks, point in the same 
direction. The movement for the enlargement of the 
currency looks to the extension of governmental func- 
tions. Anti-corporation feeling regards government own- 
ership and control as a panacea for all abuses. The 
reclamation of lands owned by corporations, by specula- 
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tors, and by aliens, is partial land nationalization. The 
Populist demand for income tax, adopted by the Demo- 
crats, is an item of importance in German and English 
socialistic programmes. The Coxey movement was merely 
one form of the demand for the exercise of government 
activity, applied to the most pressing need of the moment,— 
work for the unemployed. The Populists believe (in the 
words of their platform of 1892) “that the powers of gov- 
ernment —in other words, of the people—should be ex- 
panded as rapidly and as far as the good sense of an intel- 
ligent people and the teachings of experience shall justify, 
to the end that oppression, injustice, and poverty shall 
eventually cease in the land.” 

Whatever may be the course of socialistic development 
in the United States in the future, and whether or no the 
Populist movement proves more permanent than those 
which it has succeeded, the signs are not wanting that 
the lines are now being drawn here, as elsewhere, in the 
conflict for economic emancipation which will fill the 
twentieth century, as the struggle for political freedom 
has filled the nineteenth. Every struggle between capital 
and labor leaves the lines more sharply drawn; and every 
severe outbreak, such as that of 1894, brings home to 
thoughtful persons the conclusion that the pressing ques- 
tions of the day are industrial. Our statesmen and our 
men of leisure and education must face these problems, 
and undertake their solution. The tariff must give way to 
questions connected with transportation, with monopolies, 
with the relations of employer and employed, and the 
reform of taxation in such manner that accumulated 
wealth may pay its share of the expenses of govern- 
ment. A proper understanding of Populism, as a move- 
ment with historical foundations and allied to similar 
movements in other countries, will contribute to the 
desired end. 

Finally, the question arises as to whether the new sec- 
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tionalism is to be permanent, and what is to be its influ- 
ence in our national life? I trust that I have made clear 
that it represents something more than the mere vagary 
of disordered and discontented minds, that it has its 
roots in the past, and that it has arisen because of real 
grievances. The West and South have passed through 
a period of rapid economic development, and in the 
course of this development certain evils have appeared. 
As a result, we have complaints and recriminations. The 
West and South are the debtors of the East, and regard 
that section as grasping and avaricious. The East, having 
suffered frequent loss, naturally looks at the West and 
South as debtors anxious to avoid payment of just debts. 
Hence arises the Western idea of the money power, in 
which England and the East are represented as grasping 
usurers, bent on the enslavement of the world. Con- 
trasted with this idea is the equally mistaken Eastern 
view of the West and South as filled with persons pos-. 
sessed of wild and fanatical ideas on industry and govern- 
ment. The hope of the future lies in a clear understand- 
ing of one section by the other, and a cordial union 
between them for the reform of existing abuses. Under 
such a union Populism will disappear, and sectionalism 
will cease to disturb our politics. By such a course alone 
can the new sectionalism pass away peacefully, leaving 
none of the scars and burdens still remaining to us from 
the great conflict by which the older sectionalism of North 


and South was destroyed. 
FRepERICK Emory HAyNgEs. 


THE ANTHRACITE COMBINATIONS. 


Ir is proposed in the following article to describe, as 
fully as space and the materials to be obtained will per- 
mit, those combinations of anthracite coal producers which 
for the past twenty years and more have been the most 
prominent features of the anthracite industry. These 
combinations have not been simply combinations of pro- 
ducers for the control of a trade, nor have they been 
merely pooling arrangements of carriers. It is in the fact 
that both mining and transportation powers have been 
enjoyed by several of the large companies, and that the 
combinations have been agreements not only of producers, 
but of carriers as well, that we shall find the peculiarity 
of these so-called pools. 

The practice of granting the double privilege of mining 
and transportation dates back to the very beginning of 
the industry. The Lehigh Coal & Navigation Company, 
the first one to reach the coal region (1820), began op- 
erations with such powers; and the Delaware & Hud- 
son Canal Company, chartered in 1824 by the New York 
legislature, was favored in the same way. Except for 
such small quantities of coal as were sent down the Sus- 
quehanna, these two canals remained, till after the middle 
of the century, the only lines of communication between 
the Lehigh and northern fields and tide-water. But the 
policy begun with them was continued in the case of min- 
ing companies which wished to build railroads from their 
collieries to these main lines. Charters were granted 
with provisions as various as the companies were numer- 
ous. Even after the passage of a general incorporation 
act in 1849, the granting of charters in the same promiscu- 
ous fashion was little interrupted, except by the vigorous 
use of the veto power by Governor William F. Packer 
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(1859-60), until, in 1873, the new State Constitution pro- 
hibited the further grant of mining and transportation 
privileges to the same company. 

But, before this step was taken, the mischief which it 
was intended to prevent had already been done. During 
the fifties the Delaware, Lackawanna & Western, and 
the Lehigh Valley Companies built their roads from the 
coal fields to tide-water, and became owners of lands by 
absorbing the smaller railroad and mining companies al- 
ready described. The same policy was followed by the 
Central Railroad of New Jersey in the next decade (1860- 
70), when it entered the coal region by leasing the Lehigh 
& Susquehanna Railroad. By such a process of absorp- 
tion the closing years of the war found the mining inter- 
ests of the northern and middle fields pretty largely con- 
solidated in the hands of the carrying companies reaching 
them. 

In the southern field the conditions were quite differ- 
ent. The Schuylkill Canal, chartered in 1815 and com- 
pleted in 1825, had been begun without reference to the 
coal trade; and no mining privileges were ever acquired 
by it.* So, too, the Philadelphia & Reading Railroad, 
opened in 1842 over a route parallel to that of the canal, 
was exclusively a transporting company for the first thirty 
years of its existence. The production of coal in this 
field, therefore, was carried on by a large body of individ- 
ual operators, working independently of the transporta- 
tion companies which carried their product to market. 

But the course of railway extension during the half- 
dozen years following the war had the effect, in part at 
least, of changing here the relations of carriers and pro- 
ducers. The monopoly ¢ of the traffic from the southern 


* Hazard’s Register of Pennsylvania, vol. xi. p. 122 (February, 1833). 

t Practically, a monopoly; for the railroad and canal companies had for 
years maintained pooling relations of some sort. The canal was controlled, 
too, by the Reading Company through the ownership of stock. See Reading 
Report for 1864, p. 13, and Hunt’s Merchants’ Magazine, vol. lii. p. 351 (May, 
1865). 
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field enjoyed by the Reading Company was threatened 
by the invasion of other carriers into its territory. A 
project for a “People’s Railroad” from the southern 
region to New York was for several years agitated, and 
the aid of Congress was asked for carrying out the plan. 
So, too, there were rumors of a union railroad to be built 
across to the field by the Lackawanna, the Pennsylvania, 
and the Lehigh Valley Companies; and, what was much 
more to the point, the last two were actually entering the 
Reading’s territory, the one from the West, and the other 
from the East. In order to preserve the traffic which was 
necessary to its very existence, the Reading began in 
1871 to acquire coal lands, through the Laurel Run Im- 
provement Company, organized for that purpose, the name 
of which was afterwards changed to the Philadelphia 
and Reading Coal and Iron Company; and in the course 
of a few years, at an enormous expenditure, it bought 
fully one-third the coal lands of the whole region. 

Whatever excuses may have been found in early days 
for uniting in the charters of the companies the business 
of mining and transportation, whether on the ground of 
the timidity of capital or of ignorance of the consequences 
which the combination of the two operations would in- 
volve, they could not long continue to be urged. Very 
soon more capital flowed into the business than was 
needed. Moreover, even before the first decade was 
passed, the cry of “monopoly” was raised with so much 
vigor that in 1833 a committee of the legislature was ap- 
pointed to report on the condition of the trade. The 
committee pointed out very clearly the dangers to the 
public in continuing such a policy. But the fact that 
it had been begun seems to have been taken as sufficient 
reason for continuing it, and with what result has been 
shown. 

The complaint made thus early was not a mere tempo- 
rary phase in the development of the coal trade. It has 
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been heard at all stages of the history of the industry. 
Almost from the beginning, “overproduction” and the 
means of preventing it were constantly recurring themes 
in coal circles. Producers argued to one another the 
necessity of “restriction,” and the public believed that 
restrictive measures were used to a much greater extent 
than was in fact the case. There was from an early day 
some degree of co-operation among the producers to cur- 
tail the output, in order to raise prices; but their plans for 
curtailments were only local, and were meant only to 
meet temporary conditions. It was not till pressing 
necessity from a common danger came upon them that 
the operators throughout the region, being forced to lay 
aside their jealousies for a time, made an effective combi- 
nation. 

That common danger came soon after the Civil War. 
The industry received an impetus through the demands 


created by the war; speculation and over-development of* 


mines followed; and by 1867 or 1868 the markets were 
glutted. Relief was sought in a reduction of wages. This 
was submitted to by the miners in two instances, but in 
1869 they took a stand against further reduction. They 
said, what was perfectly true, that the difficulty lay in 
overproduction, and the only way to meet it was by cur- 
tailing the output. Restriction would have to be resorted 
to sooner or later, and it might as well be done before 
a reduction of wages as after. If the operators did not 
take steps to protect their own interests and those of their 
employees, they, the miners, would. 

This they were able to do through the Workingmen’s 
Benevolent Association, a society embracing nearly all 
the workingmen in the region. In April, 1869, they an- 
nounced through their executive committee that on a 
given date all work, except positively necessary “dead 
work,” would be suspended, in order to prevent overpro- 
duction and a consequent fall in prices and wages.* The 


* Miners’ Journal, Pottsville, May 1 and June 12, 1869. 
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suspension took place, and continued for a month. The 
surplus was in the mean time disposed of, and work was 
resumed at the old wages. When another glut was 
threatened, like measures were taken; and for a time 
wages were maintained.* It should be said that the 
period from 1867 to 1875 was one of almost constant strife 
between the operators and their employees over various 
questions, the chief one being that of wages. But it is 
not intended here to discuss the merits of the controversy. 
It is sufficient for the present purpose to note the exist- 
ence of a strong and active labor organization, ready to 
take advantage of the dissensions of the operators, who 
had not yet learned to act together. The struggle was so 
fierce that the operators were at length driven to combine. 
But this could not be done successfully so long as a hun- 
dred or more individual operators in the Schuylkill region 
continued to sacrifice their future profits for present gains. 
By 1871, however, the outlook became so hopeless for 
these small operators that they were ready to sell out 
cheap ; and the Reading’s opportunity was at hand. With 
the advent of the Reading as owner of nearly the whole 
of the southern field, conditions for a successful combina- 
tion of employers were for the first time present. 

So much it has been necessary to premise in explanation 
of the circumstances which led in 1873 to the first gen- 
eral combination of anthracite producers. It would per- 
haps be more exact to call it a combination of anthracite 
carriers, since the agreements were made by the carrying 
companies, acting ostensibly for the “interests” which 
they represented. The conditions which had to be met 
may be summed up as follows: a demand for some 16 
million tons of coal at paying prices, and a capacity 
for producing 5 or 6 millions more than that; six great 
corporations owning by far the greater portion of the 


*See the Commercial and Financial Chronicle, April 15, 1871, for a partial 
description of the conditions of this period. 
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coal lands, and controlling practically all the means 
of transportation from them; each company burdened 
with debt, and each striving for as great a portion of the 
trade as it was possible to get; a considerable body of 
individual operators, each, like the companies, trying to 
increase his output and selling for what he could get; a 
large surplus on hand and rapidly falling prices; and 
a strong united labor organization, able to maintain itself 
against the shifting policy of the operators. It is not 
strange that under such circumstances a strong effort 
should be made to save the trade from what seemed to be 
impending ruin. With the Reading in virtual control 
of the southern field, and with the strong, capable leader- 
ship furnished by its president, Franklin B. Gowen, 
many of the difficulties in the way of union were re- 
moved. As early as midsummer of 1872 it began to 
be rumored that a combination of anthracite inter- 
ests was to be formed. But it was not until January 
of the next year that the long-looked-for action was 
taken. 

The terms of the agreement of 1873 were not elaborate. 
The plan was to control the amount shipped to competi- 
tive points — that is, to tide-water points — and the price 
at which it should sell. There was assumed to be a de- 
mand for a certain number of tons at such points, and it 
was divided among the companies according to the capac- 
ity of the mines whose product was shipped over their 
lines, A schedule of tide prices was fixed upon, with the 
understanding that they were to be advanced from time to 
time during the year. A committee of six —always dur- 
ing these early years the presidents of the railroad com- 
panies — was empowered to make changes in the prices, 
and, if found necessary, in the amount to be shipped to 
tide. 

This was the general plan of the agreements for the 
next three years; but, as experience showed the need of 
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changes, they were made in the details from year to year. * 
Thus it was found that the privilege of making season 
prices was taken advantage of, both by making them 
much lower than the monthly schedule prices and by 
allowing commissions on such sales. In 1874 various 
changes were made. It was provided that season prices 
were not to be more than 380 cents below the average 
monthly prices for the year, no commissions were allowed 
upon them, and for stove and egg sizes contracts would 
be made only with consumers. The commission on sales 
at circular prices was limited to 15 cents per ton. Yearly 
‘contracts had to be made in writing and approved by the 
Board of Control (as the committee of presidents came to 
be called); and all questions of drawbacks for impurities 
in coal or short weights, and all transactions on the sales 
and tonnage books of the companies, were made subject 
to their examination. t 

These new provisions for 1874 indicate some of the 
difficulties the combination had to meet. For 1875 a 
few more changes were made. The system of yearly 
contracts was wholly discontinued; the auction sales of 


*The following table gives the percentages agreed upon for the years 
when a formal agreement for division of tonnage was made : — 


NaME oF Roap. 1873-75.| 1876. | 1878. | 1885. 1886. 
Philadelphia & Reading .... . 25.85 25.57 28.62 
Central ef New Jersey... | | i290 |}3885 | 37.82 
Lehigh 6 © 15.98 15.80 19.75 19.60 19.07 
Delaware & Hudson. ...... 18.37 18.18 12.48 11.00 10.70 
] ware, Lackawanna & Western 13.65 12.75 16.05 15.63 
Pennsylvania CoalCompany .. . 10.82 90) | (10.45) 
Railroad Com pin 
New Lake Erie & W: 


Where brackets are used, the figures give percentage set aside as the probable 
tonnage of companies not formal members of the pool. In 1885-86 the Central 
of New Jersey was under lease to the Reading, and its allotment is included in 
that of the Reading. 


tFor fuller particulars of the agreement for 1874 and for 1875 see the 
Coal and Iron Record, February 13, 1875. 
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the Lackawanna Company, long a source of irritation to 
other producers, were to be stopped; and the commission 
of 15 cents on sales amounting to 25,000 tons was made 
a commission of from 2 to 3 per cent., according to 
the amount of the sale. 

The plan for 1876 contained some new features. All 
sales were to be made for cash, or with 7 per cent. inter- 
est added in case of deferred payment. No commissions 
were allowed in any form; but a contractors’ circular 
was to be issued each month for all actual consumers who 
should make application before April 1 for a fixed amount 
of coal to be taken in regular monthly instalments, with 
prices 20 cents lower than the general circular rates. All 
contracts made with such applicants were subject to 
the approval of the Board of Control. But the most 
significant feature of the new agreement is seen in the 
provision that, in case the board found an excess of ship- 


ments, the “interest” thus exceeding its quota should . 


“pay to the secretary and treasurer the sum of one dollar 
and fifty cents for each ton of such excess, for distribu- 
tion . . . at the rate of one dollar and fifty cents per ton 
amongst those who have fallen short of the amount due 
to them in said month.” * 

It was well known that there were no legal means of 
collecting this forfeiture. That matter had been settled 
by the courts some years before.t The insertion of the 
provision, therefore, shows all the more clearly the need 
felt by the majority of the combination for protection 
against breach of contract by the less faithful members. 
In one way or another bad faith had been shown each 
year since the organization of the pool. Now that the 


*Saward’s Coal Trade, New York, 1876, p. 6. 


+ In the case of the Morris Run Coal Company v. The Barclay Coal Company. 
The case rose in 1866 over the payment of a draft in settlement of a pooling 
claim. Chief Justice Agnew gave the opinion of the Supreme Court that the 
aid of the courts could not be given to enforce such an agreement. 68 


Pennsylvania Reports, 173. (1871.) 
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terms of the compact had become so stringent as to make 
evasion difficult, more open disregard for the agreement 
was shown. The Lehigh Valley Company was especially 
troublesome. From the beginning of the year (1876) it 
overran its monthly quotas. When remonstrated with, it 
claimed the right to make good its tonnage lost during 
the strike of 1875. It defended its action also on moral 
grounds, saying that, as a carrier, it had no right to re- 
fuse the coal offered by the operators on its line.* So, 
too, the Pennsylvania Coal Company, which this year, for 
the first time, had formally joined the combination, was 
not complying with its agreements; and the Pennsylvania 
Railroad Company was acting, as it always had done,— 
and in fact up to this time has continued to do,— inde- 
pendently of the other companies. 

It was very evident that matters were not working 
smoothly; and before midsummer it was openly threat- 
ened that, if the offending companies did not reduce their 
excesses and keep to their agreement, the combination 
would be dissolved. In August the dissolution came; 
and there followed a wild scramble among the companies 
to see which could throw the most coal upon the market. 
Auction sales were announced, and prices fell from 
$5.18 to $2.91 f.o.b. at New York.t During the month of 
September there was a slight recovery ; but prices remained 
alarmingly low, and efforts were soon made to revive the 
old compact. This was not accomplished, however, till 
open competition had been tried for sixteen months. 

Before taking up the next agreement, it may be well to 


_ consider what were the effects of the one just ended. 


What those effects were it is difficult to tell with 
accuracy ; for it should not be taken for granted, though 
it sometimes is, that everything which followed the 
combination was due to it. In the last year of free 
* The Engineering and Mining Journal, July 21, 1876. 
t Ibid, January 6, 1877. 
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competition the total shipments had been 19.6 million 
tons. They rose to 21.2 million tons in 1873, fell off 
more than a million in 1874, nearly half a million more the 
next year, and in 1876 they amounted to only 18.5 mill- 
ions.* Instead of each year’s product being an increase 
over the product of the year preceding, the total dimin- 
ished, and did not begin to increase permanently till 
1879. This looks as though the pool had resulted in a 
severe restriction of production. But, when it is remem- 
bered that the product for 1872 was unusually large, and 
that with the autumn of 1878 there began a severe indus- 
trial depression which lasted for six years, the decline 
does not seem wholly inexplicable from natural causes. 
Still there was restriction. There can be no doubt that 
the mines had a capacity for more than was produced. 
The members of the pool admitted it, and pointed out as 
one of the results of their policy that the anthracite trade 


had suffered less than any other great industry from: 


the general depression. 

Prices, while higher than in 1872, were not exorbitant, 
and ran very evenly, at least on the surface. There 
were sales under the circular prices, but there must have 
been far greater uniformity in the prices actually obtained 
than during the years preceding the pool. No doubt, if 
the agreement had been kept by all the companies, better 
results for them might have been realized. But the con- 
ditions of trade, and especially the fear of the substitution 
of bituminous coal for anthracite, must have placed limits, 
not far above the actual prices, upon what might have 
been obtained by perfect unity of action. 

Tht effect of the combination upon the producers was 
varied. The decline of small operators, often spoken of 
as a result of the pool, was unmistakable during the period 
under consideration ; but this decline began before 1873. 


_ "J. H. Jones’s figures in Mineral Resources of the United States, 1889-90, 
p. 244, 
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The day of drift and tunnel mining in the upper veins 
was passing away; and the more expensive openings to 
the lower levels, with the machinery for pumping and 
ventilation, required such an outlay of capital as must in 
any case have led to greater concentration of control. 
The individual operators who remained, however, were 
undoubtedly in the power of the carrying companies 
whose lines they used. They could mine no more than they 
could get cars to fill, and the distribution of the cars was 
wholly in the hands of the carrier. It may have been 
because they recognized their helplessness that little com- 
plaint was made by the small operators. At any rate, they 
seem to have fallen in with the plan of restriction, and 
probably gained more than they lost by it. As for the 
companies who declined to sign the compact, like the 
Pennsylvania Coal Company and the Pennsylvania Rail- 
road Company, they were able to reap the benefits of the 
combination without sacrificing anything in the way of 
tonnage. Others who made agreements, and then broke 
them either covertly or openly, were also gainers at the 
expense of those who kept their promises. The problem 
for producers was to secure a price for their limited prod- 
uct great enough to make good the increased cost due to 
restriction. It isdoubtful if this was done except by the 
two classes spoken of above. It certainly was not done in 
the case of the Reading, a company which kept its pooling 
agreements better, and suffered more in consequence, 
than most others. When the combination broke down, 
Mr. Gowen spoke with more assurance than other pro- 
ducers of the injury restriction had done to his company. 
Even at the lower prices which followed the collapse, the 
company was able to turn what had been a losing business 
all the year into a paying one till the close of the year. 
In 1877, with free competition, it secured 33 per 
cent. of the trade as against 26 per cent. allotted it for 
1876. Looking at the combination as a means of setting 
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the trade upon a firm basis, it was far from being success- 
ful; for “within two months after the dissolution of the 
contract several of the companies were on the verge of 
bankruptcy, and the others were holding their breath” 
for fear of what might follow. 

The efforts to restore the compact of 1876 were unsuc- 
cessful, and to the end of 1877 production was uncon- 
trolled. During the year the shipments were 20.8 million 
tons, 2.8 millions more than in 1876. The highest aver- 
age price realized at the Delaware & Lackawanna sales 
was $3.18 at New York, the lowest $2.35, and the average 
for the year $2.70, little more than half what had been 
received in 1874. By the end of the year the companies 
were ready to unite once more. 

Out of the various plans proposed during the year, one 
commended by its simplicity was adopted, and the details 
arranged early in January, 1878. Control was to be ex- 
ercised only over tonnage. The tonnage hitherto con- 
trolled had been that going to tide-water only. This year 
all the coal mined was included in the plan of control. 
But the fixing of prices was left to the companies. To 
provide against shipments in excess of the quotas allotted, 
each company was to deposit a sum equal to 15 cents per 
ton on its monthly tonnage; and from the fund thus cre- 
ated any excess was to be paid for at the rate of $1.25 per 
ton. In lieu of the deposit, however, approved personal 
security was allowed to be given. Another new feature 
was a change in the method of voting, whereby each com- 
pany had a voting power in proportion to its quota of ton- 
nage.* 

As usual, the settlement of this proportion was the 
most difficult part of the plan. President Sloan of the 
Lackawanna expressed the difficulty which every com- 
pany had before it, when at a meeting in December he 
said that he could not be content with an allotment pro- 


* See The Commercial and Financial Chronicle, December 22, 1877. 
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portioned to his output for the last five or ten years. His 
obligations had increased during that time, and he must 
increase his business to meet them. Mr. Gowen said his 
interests had a capacity for one-third the total product, 
and he could under no circumstances accept less than 31 
per cent.: he got 28.6 per cent. Other companies made 
concessions, but it was under such protest that the allot- 
ment could not have been expected to continue long. 
The public did not expect it, at any rate. Those who had 
been in the habit of taking advantage of the lower prices 
always made in the first part of the year as an inducement 
for early purchases were less inclined than ever before to 
lay in their stocks during the early part of the year, and 
waited for the ring to break. Moreover, the mild winter 
of 1877-78 had left a surplus on hand, to begin with. 
Throughout the year trade was dull; and, though the com- 
panies were able to secure an advance of about 90 cents 
above the prices for the preceding sixteen months, it was 
for a product of only 17.6 million tons as compared with 
20.8 millions for 1877. 

The terms of the compact of 1878 seem to have been 
fairly well kept during the brief period of its existence. 
There is no account that the guarantee fund was drawn 
upon in any case. But there was dissatisfaction on every 
hand. When in November a committee of the Board of 
Control began to confer with the various interests con- 
cerning a plan for 1879, the Lehigh Valley Company was 
very indifferent. During the same month the Lehigh 
operators resolved that the allotment for 1878 was not 
satisfactory to them, that they would cease to be a party 
to the present arrangement on December 31, and that 
an “equitable” plan ought to be substituted for it. The 
Reading and the Lackawanna gave out very plainly that 
they would make no further concessions. At the end of 
1878 the agreement was dissolved. 

During the year which followed various attempts were 
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made to agree upon some mode of restriction, but without 
success. The mines had a possible capacity of 28 million 
tons; about 21 millions could be marketed at remunera- 
tive prices; 26 millions were mined. As was foreseen, 
prices went very low,— lower than they had ever been in 
the history of the trade. The highest monthly average 
for Lackawanna and Wyoming coals at New York was 
$38.56; the lowest, $2.19; the average for the year was 
$2.83. One considerable sale was made in September at 
$1.97.* How much of this fall in price was due to simple 
competition, and how much to the efforts of the managers 
to “bear” down the stock of the companies whose inter- 
ests it was their duty to guard, is uncertain. It was 
openly charged that speculators and wreckers were work- 
ing out their own ends, regardless of the welfare of their 
companies. When their purposes required it, prices were 
depressed, and, when a rise in stocks was wanted, reports 
which appeared to come from reliable sources were circu- 
lated to the effect that a new combination was settled 
upon; and in the fluctuations thus produced the man- 
agers found large profits.t Mr. Gowen did not believe 
there “was any such serious overproduction of coal as to 
account for the low prices, and that all that was necessary 
to get good prices was to ask for them.” President Dick- 
son, of the Delaware & Hudson, on the other hand, be- 
lieved that the whole difficulty could be expressed in one 
word, “overproduction”; and the remedy in another, “ re- 
striction.” ¢ 

But returning prosperity in the closing months of 1879 

* Reading Report, 1879. 

t Engineering and Mining Journal, September 12, 1879, January 3, 1880. 
See also the issues for February 5, 1881, and January 16, 1886. 

t At this time a plan was proposed for a sort of coal exchange in New 
York, which had indeed been suggested in essentials as early as 1877 by Mr. 
Gowen. It was the only proposal for a real ‘‘pool’’ by the anthracite com- 
panies which had ever been brought forward. The unwillingness of the Penn- 


sylvania Railroad and Lehigh Valley Companies to accede to such an agree- 
ment made its adoption impossible. 
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bade fair to solve the problem of the coal companies with- 
out any plan of regulation. Industries long prostrated, 
the iron trade especially, were showing signs of life. 
Many of them, doubtless, were helped upon their feet 
by that low price of coal for which a remedy was now 
sought. In October the coal trade felt the new life. 
Without any concerted action prices were advanced from 
50 to 70 cents, and the trade was jubilantly reported 
to be “ booming.” 

This was the beginning of a period of general prosperity 
which lasted four years, and during which there was not, 
in the old sense, any combination. So far as can be made 
out, there was no formal written agreement, though there 
was perhaps as effective combination among the companies 
as ever, only on different lines. When a weakening 
market indicated that too much coal was being produced, 
a meeting of representatives was called and a program — 
adopted, sometimes for a few weeks, occasionally for sev- 
eral months. No attempt was made to assign quotas of 
tonnage or to fix a maximum tonnage. Curtailment was 
sought through stoppages at all the mines in the region 
on the dates chosen,— usually the last three days in each 
week, during the period of restriction,— at which times all 
but positively necessary “ dead work” was to be suspended. 
Operators were admonished by the proper officials to com- 
ply with this program, on whose observance the state of the 
market depended. If there was hesitation in announcing it 
or wavering in carrying it out, purchasers withheld their 
orders till “harmonious” action was secured. Each com- 
pany made its own circular rates, but usually after con- 
sultation and practical agreement with other interests.* 
No agreement to maintain prices seems to have been made 
by all the companies, yet each was expected to keep to 
its circular. 

This plan of curtailment was followed from 1880 to 

* Railway World, February 7, March 6, 1880. 
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1884 inclusive. It was a period of rapid extension of 
trade, especially with the West. Shipments rose from 
23.4 million tons in 1880 to 31.7 millions in 1883, though 
in 1884 there was a falling off of a million. This result 
was reached, too, in spite of the fact that in 1880 sus- 
pensions were ordered for eighty-eight days (largely for the 
purpose of carrying off the surplus of 1879), for forty- 
eight days in 1881, forty-nine in 1882, sixty in 1888, and 
in 1884 one hundred and seven. 

But the problem of overproduction was not finding 
a solution in the all-work, all-stop, plan of restriction. 
And this because the suspensions were largely nullified. 
Some companies extended their capacity with the purpose 
of winning back the tonnage lost by suspension, and 
others continued to work during the days of stoppage. 
Producers which, like the Reading, kept to the plan of 
curtailment, either from lack of capital for extended 
operations or from a desire to carry out their agreements ° 
in good faith, fell behind in the race. The shipments in | 
1880 were 2.7 millions less than in 1879, and of this re- 
striction the Reading bore 1.5 millions. In 1881 and 1882 
it shipped but 24.3 per cent. and 24 per cent. respectively 
of the total output, whereas, under the allotment of 1878, 
it had been given 28.6 per cent. By 1884 its tonnage 
had fallen to 21 per cent.* The industrial reaction of 
1884 intensified all the evils inherent in this loose method 
of control, and long before the end of the year it 
became certain this ineffective mode of restriction must 
give way to some other plan of “regulating” the trade. 

After the usual amount of diplomacy an agreement: was 
reached for 1885. It was assumed that 30 million tons 
could be disposed of during the year, and this amount 
was allotted to the various interests according to the 


* Reading Report, 1890. That the Reading’s business was growing less 
profitable is shown by the fact that twice during these five years the company 
passed into the hands of receivers, May, 1880, and June, 1884. 
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percentage plan of 1878; though in this case the total 
production was to be controlled instead of the competitive 
tonnage as in the earlier combinations. The production 
for each month being determined by the committee of 
control as, in their judgment, the market required, the 
different interests were notified by the secretary of the 
association of their quotas for the month; and they in 
turn divided their quotas among the different operators.* 
On the question of prices the agreemetit was silent. 

Besides the question of percentages, always a difficult 
one to settle, another on which there was much discussion 
was the length of time for which the agreement was to 
continue. Gowen and others wished it to be made for 
five years; for if, as in the past, there was to be a yearly 
struggle over percentages, they saw that it would result 
in a constantly increasing production, since each company 
would keep all its collieries ready for future operations 
and even open new ones, with a view to securing larger 
quotas, thus aggravating the very evil for which a remedy 
was sought. They were overruled, however, and the 
agreement made to continue tili March 31, 1886. 

The combination for this year did not work smoothly. 
Instead of the 30 millions agreed upon, 31.7 millions were 
sent to market. The percentages were not adhered to by 
any one. The Reading, as usual, fell behind its quota, its 
tonnage being only 21.2 per cent. of the whole. Prices 
ranged 40 or 50 cents lower than in 1884, a loss coun- 
teracted in part by the increased tonnage and by a reduc- 

* By what process this division was made is not very clear. Some light is 
thrown upon it in the Report of the Committee on Labor Troubles in Pennsylvania, 
House Reports, No. 4147, 50 Cong., 2 Sess., p. 3, and in the appendix to the same, 
pp. 643, 646, 655, and 663, where there are extracts from the testimony taken in 
the suit of the State of Pennsylvania against the anthracite carriers in conse- 
quence of the combination of 1886. See also the Engineering and Mining 
Journal, June 19, 1875, for the agreement between the Reading and the opera- 


tors on its line for that year. For the agreement for 1885 and that for 1886 
see the Report cited above, pp. 637 seq. 


t Report of the Delaware §- Hudson Canal Company for 1885. 
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tion in wages. For several months before the agreement 
was to end it was extremely doubtful if it would be 
renewed, and its renewal was not accomplished until 
April of 1886. The Pennsylvania Railroad, which had 
never been a party to any of the anthracite agreements, 
again refused to join;*and its tonnage had increased 
rapidly. It still held aloof, announcing virtuously that 
it “would be no party to any artificial restriction upon 
tonnage or output or to any artificial advance in prices,” * 
and doubtless influenced in fact by its bitter rivalry with 
the Reading system. After ineffectual attempts to secure 
its adhesion, the agreement was finally renewed without it 
in April, to continue until March 31, 1887. Of the 33.5 
million tons assumed for the year, 3.5 millions were set 
aside as the probable tonnage of the Pennsylvania, and 
the remainder was allotted in percentages (differing some- 
what from the year before) to the other companies. One 
new feature of this pool was the agreement to pay 50 
cents per ton as a penalty for over-shipments, such sums" 
to be divided among those not carrying their full tonnage. 
No guarantee was, however, required; nor does it appear 
that any one paid a penalty. 

This is the last formal agreement of which there is any 
record. About the beginning of 1887 the Pennsylvania 
courts and the New York legislature were inquiring into 
the management of the anthracite trade, and it was 
thought inadvisable to invite further investigation by re- 
newing the compact. Moreover, the Interstate Com- 
merce Act had gone into effect January 1; and under 
that law combination was thought to be illegal. 

All outward appearances, however, indicated that the 
combination still existed. The sales agents of the com- 
panies continued to meet, and the market reports dis- 
cussed their action as to prices and output with as much 
concern asever. “ Percentages,” “quotas,” and “ cutting ” 


*See Engineering and Mining Journal, April 10, 1886. 
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were constantly recurring expressions in all discussions of 
the trade. But the most vigorous investigation by legis- 
lative and Congressional committees failed to establish the 
existence of such an organization. Managers protested 
under oath that there was no agreement or understanding, 
that all the talk about it was “pure romance.” * It was 
admitted that the sales agents met, but it was only to con- 
sult with one another concerning the state of the market, 
the probable demand, the amount on hand, and prices 
that would probably be made. No doubt they were 
guided in their business by the “consensus of opinion” 
thus obtained, but no one was bound by it in any way. 
There was an “understanding” that the companies would 
act in accordance with the prevailing views of the 
meetings, but only because those views were usually 
sound. 

Thus the trade was conducted for the five years follow- 
ing 1886 with little worthy of comment for our purposes. 
Shipments rose from 32 millions in 1886 to 40.4 millions 
in 1891. “Harmony” seemed to prevail during the first 
half of the period, and prices were fairly well maintained. 
In 1889 and 1890 affairs grew worse; for companies with- 
held their detailed statistics from the public,t and there 
seemed less concert of action, though prices, while not so 
high as in former years, were about the same for all the 
companies.{ There was complaint on every hand that 


*Thus President Corbin of the Reading, February 15, 1885: ‘* There has 
never been anything of that kind [pooling] in connection with us. I can answer 
for ourselves, and I have no reason to believe the others have. I have heard 
talk about an anthracite board of trade. I have never heard of such a thing, 
and we have no combinations or arrangements with anybody. We mine coal 
when we can sell it; and, when we cannot, we stop. There has never been 
in my day and since I have been connected with this railroad any effort on 
the part of the officers of this road to increase or limit the output or make 

any pooling arrangement.”” Reports on Labor Troubles in Pennsylvania, House 
Repmts, No. 4147, 50 Cong., 2 Sess., p. 85. 

t Engineering and Mining Journal, September 14, December 7, 1889. 


t House Reports, No. 2278, 52 Cong., 2 Sess., pp. 96, 97. 
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money was being lost.* As usual, the Reading was one 
of the heaviest losers, its share of the trade remaining in 
the neighborhood of 20 per cent of the total, while it 
should have had something like 80 per cent. 

The most dramatic episode in the course of events 
during the last ten years was the attempt to bring about 
a virtual consolidation of all the anthracite carriers in - 
1892, under the leadership of President McLeod of the 
Reading road. This episode, though it proved in the end 
to bring no essential change in the situation, was yet 
significant, and deserves some brief notice. The plan 
of control adopted by the McLeod management was a 
large one, and required vast resources for its execution. 
In February, 1892, the New Jersey Central was leased 
through the Port Reading Railroad Company, which had 
been organized for the purpose; and on the same day 
a lease of the Lehigh Valley was executed. Each road 
gave the Reading a route to New York Bay, while the 
Lehigh Valley gave also an outlet to the Lakes. About 
the same time President Maxwell, of the New Jersey 
Central, and others connected with him, became large 
holders of Lackawanna stock; and a place was made for 
Maxwell and another Central director on the Lackawanna 
board, while President Sloan was made a Central direc- 
tor. Nor was this the end of the program. Mr. 
McLeod, adopting a plan which had been followed by 
some of the carriers as early as 1873,} proposed to take 
the product of the operators on his lines, paying therefor 60 
per cent. of the price realized for it at tide. Contracts were 
soon made with the coal companies of the Central and 
the Lehigh Valley Companies and with many of the in- 
dividual operators. Later on, some of the operators, who 
still persisted in marketing their coal in their own way, 


* Colliery Engineer, January, 1893.  t Saward’s Coal Trade, 1874, p. 5. 


t These contracts were very elaborate. The details may be seen in the 
Appendix to House Reports, No. 2278, 52 Cong., 2 Sess., p. 178. 
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were brought to terms by an advance in freight rates. 
It seemed as though Mr. Gowen’s old dream of central- 
izing the control of the trade under one management was 
about to be realized by his successor. Between 70 per 
cent. and 80 per cent. of the traffic was to be managed by 
the Reading combination. 

Space does not permit the account of the difficulties 
with which the scheme had to contend. The condem- 
nation of an indignant public; legislative and Con- 
gressional investigating committees ;* judicial proceedings 
for setting aside the leases; the opposition of certain 
railways roused by the Reading’s attempt to buy the 
New York & New England and the Boston & Maine 
systems,—all these stood in the way, to say nothing of the 
difficulties inherent in the control of so large a business, 
especially by a company upon which the lending public 
had some reason to look with distrust. It is enough to 
say that almost precisely a year after the combination 
was announced the company passed into the hands of 
receivers, and by midsummer, 1893, the “ Reading Sys- 
tem” had shrunk to its old dimensions as a coal road from 
the mines to tide-water. It is obvious that, though this 
particular attempt at complete consolidation failed, the con- 
ditions of the industry invite others in the same direction. 
Sooner or later it is certain that the attempt will be 
renewed, and it is probable that eventually success will 
be achieved. 

Meanwhile the situation remains in essentials un- 
changed. For some months after the strong hand with 
which Mr. McLeod had ruled the trade was removed, the 


*The New York Senate Committee reported February 1, 1893. Senate 
Reports, No. 21. A committee of the Federal House, appointed July 20, 1892, 
reported January 18, 1893. House Reports, No. 2278, 52 Cong., 2 Sess. In 
New Jersey, Chancellor McGill declared the Central lease null in August, 
1892. The suits brought in the Pennsylvania courts to annul the Lehigh Val- 
ley lease, on the ground that this road and the Reading were parallel and com- 
peting lines within the meaning of the Constitution, were unsuccessful. The 
lease was not surrendered till August, 1893. 
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industry continued to profit by the strength which he had 
imparted to it. But after midsummer of 1894, notwith- 
standing the supposed existence of an agreement as to 
tonnage and prices, matters went from bad to worse for 
the companies; and 1895 is looked upon as one of the 
most unprofitable for several years past. The cause usu- 
ally stated for the lack of harmony that prevailed is that 
the Reading, no longer under the necessity of earning in- 
terest on its obligations, stood ready to carry competition 
to that extreme which always makes a bankrupt road a 
dangerous competitor. Plans for reorganization, pooling, 
agreements, appear and disappear; and the only thing 
clear is that the conditions of the industry are those of 
unstable equilibrium.* 


So much by way of describing the various combinations 
which have existed among the anthracite producers. Can 


* Since the above was written, another arrangement, very much of the old 
sort, has been made for the present year (1896). The very low prices to which 
coal was driven in 1895 (the average tide price for stove sizes was in that year 
$3.08, as compared with $3.60 in 1894, $4719 in 1893, and $4.09 in 1892) have 
been sufficient to bring the companies into an agreement. The settlement, 
such as it is, has been made possible by the assent of the Reading to hard 
terms. The desire of this ill-starred company to give its securities an upward 
turn, preparatory to carrying the reorganization scheme into effect, has caused 
it to recede from what to the writer seems the very moderate demand for 
21 per cent. of the output. The usual reports of the formation of a “trust ”’ 
have gone the rounds of the press. But, so far as can be judged from the in- 
formation given to the public, the industry is no more nearly on a “trust” 
basis than it has been for some years. There can be little doubt that the ar- 
rangement includes a restriction of the output during the fourteen months 
covered by it, though it might be difficult to establish the fact before a legis- 
lative committee or to prove it to any court likely to take cognizance of the 
matter. The most probable definitive outcome of the situation is a permanent 
consolidation, either through leases by some dominant company, after the plan 
of the Reading’s attempt in 1892, or, what is more likely, through such an in- 
terchange of the ownership of stock in the coal-carrying roads as shall make 
the interest of one company the interest of the others. There is strong evi- 
dence that considerable progress has already been made in the direction of 
virtually consolidating the companies by the ownership of stock, Until some 
such solution is reached, we may expect agreements and combinations to 
appear and disappear in much the same way that they have done in the past. 
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anything, now, be said in justification of these combina- 
tions? Aside from those engaged in the industry, few 
have been willing to accept the arguments urged in their 
favor, even among those who find ample justification for 
railway pools. To be sure, it must not be forgotten 
that, with the anthracite mines largely in the hands of 
the railways, the question for the carriers is one of secur- 
ing and controlling traffic, as well as one of production; 
and, so long as transportation and mining powers are 
united in one company, the justification of pooling in 
one business is largely a justification of it in the other. 
But, waiving that point, and considering the mining of 
coal as a separate industry, is there anything which makes 
the conditions of competition peculiar? Is there any 
reason why, under the operation of competition, the weak- 
est producers should not go to the wall, and the strongest 
only remain to carry on production ? 

The English coal-owners on the Wear and Tyne, whose 
business has always been kept separate from transporta- 
tion, had an agreement as early as the seventeenth cen- 
tury for restricting their output; and from 1771 down to 
near the middle of this century, with but slight interrup- 
tions, they maintained an arrangement under the name of 
the “Limitation of the Vend,” for the same purpose. 
Their reply to the question why they did not leave the 
regulation of industry to competition was that coal-owners 
could not be relied upon to stop producing when prices 
fell below the remunerative point, as in other industries. 
“Generally speaking, mines after they are once won must 
either continue to be wrought and kept a current-going 
colliery, or they must be forever abandoned. It is a work 
of the greatest difficulty, in many cases amounting to 
impossibility, to recover mines which have been aban- 
doned.” * 


* Report on the State of the Coal Trade, Commons Reports, 1800, vol. x. 
p. 544. Compare the article by Professor Cohn, in the Econo mic Journal, De- 
cember, 1895, pp. 550-562. 
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This is the argument from the fact of fixed or special- 
ized capital, so much relied upon by those who favor rail- 
road pools. It will be interesting to inquire to what ex- 
tent it may apply to coal-mining. In the early days of 
the anthracite coal industry it certainly did not apply 
with as much force as at the present time. So long as the 
upper veins, reached by tunnels or drift or by open 
quarrying, furnished the greater part of the anthracite 
required for market, the cost of opening was small; and 
mines could be closed and reopened with comparatively 
little loss, as occasion demanded. With the opening of 
the lower measures, however, all this was changed. The 
sinking of slope or shaft, and the erection of machinery 
for breaking and pumping and fanning, required a greater 
outlay of capital, increased the expense of stoppage, 
whether temporary or for a longer period, and, as a conse- 
quence, greatly strengthened the tendency to continue 
production even in the face of falling prices. Add to this - 
(1) the fact that the bulky character of the product pre- 
vents its being stored without great expense; (2) that, de- 
spite the efforts made to induce purchasers to lay in their 
stocks carly in the season by making lower prices during 
the summer months, the strongest demand for coal comes 
in the fall and early winter; and (3) that, as a result, it is 
necessary to keep the collieries at a capacity sufficient to 
meet the demand at the busiest season,— the temptation 
to overproduction, and the pressure to devise some means 
of preventing it, are seen at once. Having the capacity, 
each producer naturally wishes to make use of it every 
month in the year; and it requires a high degree of self- 
denial or a very close agreement to insure forbearance. 
The requisite degree of self-denial not showing itself, and 
the compact situation of the mines and their consolidated 
ownership being favorable to combination, that means of 
meeting their difficulties was naturally adopted. 

But competition within the industry, even at the time 
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of most effective combination, has not been wholly want- 
ing. ‘Competition in facilities,” found in railway trans- 
portation, has its analogy in the coal industry. Indeed, 
to some extent, competition of this sort is identical for the 
two cases. In the preparation of the product even greater 
room for competition exists. One of Mr. Gowen’s reasons 
for embarking the Reading Company in the mining busi- 
ness in 1872 was to rescue Schuylkill coal from the ill- 
repute into which it had fallen by reason of poor prepa- 
ration ; and for several years he paid out large sums in pre- 
miums to induce better sizing and cleaning, well knowing 
that, other things being equal, the best-prepared coal must 
find the widest market. 

Another kind of competition which anthracite producers 
have to meet comes from without the industry; that is, 
the competition of other fields. The extension of railway 
facilities, bringing constantly lowering freight rates for 
long-distance traffic, while it has enabled anthracite to 
reach more distant markets, has not been an unmixed 
blessing for the industry. Bituminous coal has profited 
in the same manner, and in perhaps greater degree, and 
has made serious inroads on anthracite for smelting 
and steam purposes. The competition has been less 
severely felt in domestic sizes; but even here a certain 
degree of substitution has taken place, and the anthracite 
producers have had constantly to guard against placing 
their prices so high as to induce further substitution. 

The general impression, however, is that such com- 
petition does not limit effectively the power of the anthra- 
cite monopoly. By combination, it is said, prices are 
kept too high. This is the natural assumption where 
combination is seen to exist. It is the assumption in the 
case of railway pools; but it is usually thought to be 
proved unfounded, when it is shown that railway 
charges do not produce extraordinary profits. “If rail- 
road profits are not too high,” says Professor Hadley, “the 
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charge that railroad prices are too high loses all its plausi- 
bility.” The same reasoning applies to coal prices and 
coal profits. 

What, then, are the facts concerning the profits of . 
anthracite coal-mining? This is a matter of which we 
cannot speak with certainty; but there is evidence that 
deserves attention. Prior to the era of combination the 
almost universal verdict was that, on the whole, more was 
lost in mining than was made. Fortunes might be ac- 
cumulated by speculation in lands and stocks, but rarely 
in mining. “I have never known but three men to make 
anything from mining in Schuylkill County,” said Mr. 
Gowen in 1875, before a legislative committee ; “and one 
of them was sent to the mad-house, and another died of 
softening of the brain,’— the unusual experience being too 
much for them. The third among those whom Mr. 
Gowen probably had in mind told the writer that he was 
the only operator in Schuylkill County who had never 
been sold out by the sheriff. The condition of the indi- 
vidual operators during the last twenty years has been 
better probably than in the period which preceded com- 
bination. For, notwithstanding the fact that they have 
been regarded as sufferers, along with the public, from 
the tyranny of the corporations, they have probably sac- 
rificed less and profited more from the combinations than 
the companies have. 

As to the profits of the large companies, we are again 
without exact information. Such returns as are pub- 
lished by them generally include both mining and trans- 
portation profits. The Lehigh Valley, the Lackawana, the 
Pennsylvania Railroad, and the Delaware & Hudson 
Companies have paid regular dividends considerably above 
the average railroad profits for the whole country. But 
it is generally understood that the profits are made as 
carriers rather than as miners. This is certainly true 
in the case of the Reading, whose coal operations have 
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always been a burden upon the company, the losses of 
the coal and iron company being paid out of the profits 
of the railroad company. But the case of the Reading 
suggests the inadequacy of the argument from profits, 
whether applied to transportation or mining companies. 
On what investment ought profits to be earned? Surely, 
not on all the water which companies are able to inject 
into their stock; nor ought the public to be saddled with 
a@ permanent charge to pay profits on bad investments 
made a quarter of a century ago, during a period of in- 
flation and speculation. Such investments for the most 
part shrank to their proper dimensions after the financial 
break-down of 1878; but the coal companies were by com- 
bination able to preserve their investments from serious 
shrinkage at that time, and ever since combination has 
not allowed competition to work out its usual results. 

But at best any arguments from the nature of the in- 
dustry and the meagreness of profits can do no more than 
show the necessities of the anthracite producer. Even 
though accepted in full, they do not give the producers 
carte blanche to conduct their business as they see fit. 
When those engaged in an industry make the plea that it 
is not one which can be regulated by competition, and im- 
munity from that law is sought through combination,— ‘.e., 
through what is regarded both in common and statute 
law as a conspiracy against the public,—it is not surpris- 
ing that the public should claim the right to a voice in the 
regulation of the business. The ordinary safeguard upon 
which reliance is placed being taken away, another is nat- 
urally sought. It must be said, indeed, that the efforts 
hitherto made by law to control this particular industry 
have not been highly successful. There seems to be 
little difference in the efficiency with which the agree- 
ments are carried into effect since the passage of the 
Interstate Commerce Act and the anti-trust laws, as 
compared with the way they were carried out in the days 
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when they were openly made and published to the world. 
But the very fact that combination continues to be 
resorted to in spite of legislative effort to prevent it is 
undoubtedly working a steady change in the public mind 
as to the extent to which the state should undertake to 
regulate such industries as we are discussing. Attempts 
to prevent combination, being in opposition to an inev- 
itable tendency, have failed of their purpose. The prac- 
tical question now is as to manner of controlling 
inevitable combination. Those who, after eight years of 
experience under the Interstate Commerce Act, have not 
lost faith in the commission idea, look for the solution of 
the problem in some sort of regulation by commission, as 
to those industries which cannot live under the operation 
of competition. Another large class, and one which is con- 
stantly growing, believe that the only efficient means of 
controlling a business which cannot be regulated by the 


law of competition is to place it under the direct manage- — 


ment of the state. Without attempting at this time to 
discuss the merits of the plans proposed, it may be said, 
with some assurance, that the public is not likely to be 
content with any scheme of control which will leave it 
in the power of the operators and carriers to use the means 
employed to avoid destructive competition for the pur- 
pose of securing inordinate profits. As soon as the ques- 
tion of profits and investments is raised, that of publicity 
of accounts appears; and there can be little question that 
the public will find in this direction greater safeguards 
than can possibly come from the policy of mere repression. 
No one, however, who is acquainted with corporation 
legislation in Pennsylvania has much expectation that 
anything in this direction will be easily or quickly 


accomplished. 
G. O. 
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Ir is probably because of the sharp panic of 1893 that so 
many books on money have recently appeared in America. 
The monetary policy of our government had for fifteen years 
been sheer opportunism: it certainly could not permanently 
be maintained if the policies of other nations and the condi- 
tions of the precious metals should continue as unfavorable to 
silver as they had been for nearly a quarter-century. All this 
had long been evident to those who were closely watching the 
course of events. But when, in the early summer of 1893, 
British India, the steadfast friend of silver, suspended free 
coinage, the crisis came; and the dangerous artificiality of our 
currency system was manifest. 

Under such conditions the money question must be much 
thought over and discussed among us, and it was natural that 
some of the thought and discussion should be considered 
worthy of publication. At any rate, the number of money 
books issued in this country during the last two or three years 
has been unusually great. Many of them are controversial in 
aim, and, moreover, are so crude and superficial that they 
could by no means permanently affect public opinion. Last 
summer they were in great demand; but already their glory 
has departed, and inevitably they will soon be quite for- 
gotten.* These, therefore, can claim no place in an account 
of the sober monetary discussion of our country; but there 
remain a considerable number of other works, which, for one 
reason and another, deserve a more respectful examination. f 


*See the article on “ Coin” and his Critics in this journal for January of the 
present year, where not only these ephemeral publications, but some of more 
substantial importance, are reviewed. 

+ The Money we need: A Short Primer on Money and Currency. By Henry 
Loomis Nelson. New York: Harper & Brothers. 16mo, pp. 124. 

The Natural Law of Money. The Successive Steps in the Growth of Money 
traced from the Days of Barter to the Introduction of the Modern Clearing House, 
and Monetary Principles examined in their Relation to Past and Present Legisla- 
tion. By William Brough. New York and London: G. P, Putnam’s Sons. 12mo, 
pp. 168. 

Labor as Money. A Story with a Purpose. By John O. Yeiser. Boston: 
Arena Publishing Company. 12mo, pp. 212. 
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Even of these more thoughtful books, some, it must be con- 
fessed, are of no great value. Mr. Nelson’s Zhe Money we 
need is merely a clever little sketch, written to show that bi- 
metallism is neither honest, safe, nor possible. It is too brief 
to be very helpful, and, as a matter of fact, is not always accu- 
rate. In The Natural Law of Money there is another defence 
of gold monometallism. Mr. Brough’s informing thoughts are 
two,— that the gold standard has come to prevail in the most 
advanced communities through natural evolution, and that 
men ought not to interfere with the natural laws of society. 
Neither of these propositions is new, and neither nowadays 
will meet with a very wide acceptance. Certainly the second, 
which is far the more important for Mr. Brough’s thesis, is in 
pretty general disfavor. However, Mr. Brough accepts them ; 
and they give form to his book. In filling out this general 
scheme of argument, he employs only the familiar facts and 
principles of economics; but he does marshal them with more 
than ordinary skill. 

In Labor as Money Mr. Yeiser makes another attempt at 


A Setentific Solution of the Money Question. By Arthur Kitson. Boston: 
Arena Publishing Company. 12mo, pp. 418. 

The Banking System of the United States and its Relation to the Money and 
Business of the Country. By Charles G. Dawes. Chicago: Rand, McNally & 
Co. 12mo, pp. 83. 

Monetary Systems of the World. A Study of Present Currency Systems. By 
Maurice L. Muhleman, New York: Charles H. Nicoll. 12mo, pp. 198. 

Principles and Practice of Finance. By Edward Carroll, Jr. New York 
and London: G. P. Putnam’s Sons. 8vo, pp. 311. 

Banking, Securities, Transportation, Insurance, and Foreign Trade. A Text- 
book for Schools and Colleges. By Seymour Eaton. Philadelphia: P. W. Ziegler 
& Co. 8vo, pp. 208. 

Ourrency: An Outline of the Federal Money System. By Armi- 
stead C. Gordon. New York and London: G. P. Putnam’s Sons, 12mo, pp. 234. 

Sound Currency, 1895: 4 Compendium of Accurate and Timely Information 
on Currency Questions, intended for Writers, Speakers, and Students, New York: 
Reform Club Sound Currency Committee. 8vo, pp. 508. 

Money and Banking illustrated by American History. By Horace White. 
Boston and London: Ginn & Co. 12mo, pp. 488. 

A History of Money and Prices ; Being an Inquiry into their Relations from the 
Thirteenth Century to the Present Time. By J. Schoenhof. New York and Lon- 
don: G.P. Putnam’s Sons. 12mo, pp. 352. 

- Joint Metallism. By Anson Phelps Stokes. New York and London: G. P. 
Putnam’s Sons. 12mo, pp. 224. 

An Honest Dollar. By E. Benj. Andrews. Hartford: Student Publishing 
Company. 12mo, pp. 183. 

Honest Money. By Arthur G. Fonda, New York and London: Macmillan 
& Co. 12mo, pp. 209. 
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the apparently impossible feat of putting a thorough discussion 
of a difficult economic problem into the form of a readable 
story. The story is certainly a failure, and the discussion is 
inconclusive. It was very long ago that common, unskilled 
labor was first suggested as the most stable of values; but it 
will be a long time yet before it will be found practicable to 
displace all metallic money with “labor certificates.” But not 
even this is all that Mr. Yeiser proposes. He would not only 
use no other money than these certificates, but he would issue 
them in unlimited amounts. For he would compel govern- 
ment to hire at $2.50 per eight-hour day all the laborers who 
might offer their services. The very grave objections to such 
a policy will readily occur to any thoughtful mind. 

Mr. Kitson’s A Scientific Solution of the Money Question 
urges another very radical reform. The author makes a vio- 
lent attack upon the science of economics in general and upon 
the accepted principles of money in particular. To his mind 
the most serious fault of the existing currency systems is the 
hard natural limitation of the amounts in circulation, and 
it is in the prompt and permanent removal of this limitation 
that the virtue of his new system would appear. He, too, 
would do away once and for all with every sort of metallic 
money ; and he would then issue, against pledges of any kind 
of goods, paper notes “redeemable, not in one, but in all com- 
modities.” When all this had been done, Mr. Kitson argues, 
most of our present distress would be at an end: there could 
no longer be scarcity of money or extortionate interest 
charges or fluctuations of price. It is needless to pass formal 
criticism on such a project. 

Mr. Dawes does not attempt to force into the narrow com- 
pass of his little volume on The Banking System a discussion 
of the general money question. He aims only to show that 
credit instruments play a great part in the economy of our 
country, and that, therefore, it is not possible to get a satis- 
factory solution of the present difficulty without a regulation 
of banking operations. He probably overrates the importance 
of bank credits; but in his main thesis he is doubtless quite in 
the right, and he defends it with much ability. The examina- 
tion of the influence of credit documents on the value of gold 
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is a remarkably good bit of economic analysis. It might very 
profitably have been carried farther. 

Mr. Muhleman’s Monetary Systems of the World gives in 
a concise form a great deal of statistical and other information 
about the currencies of nearly all the world. For no country, 
perhaps, except the United States, is the account as full 
as that in Haupt’s Arbitrages et Parités; and the inter- 
national exchanges are much more briefly treated by Mr. 
Muhleman. But for most students—and probably for many 
business men, too —the smaller book will be the more useful. 
It is full enough to meet most demands of all but specialists 
and those directly concerned in international exchange, and 
its figures are rather more accurate than Haupt’s. Then, too, 
there are a number of supplementary discussions which bear 
upon the present monetary problem, and add much to the 
_ value of the book. 

The two books of Mr. Carroll (Principles and Practice of 
Finance) and Mr. Eaton (Banking, Securities, Transporta- 
tion,...), in spite of considerable differences of form and 
even of scope, have still much the same general purpose. Mr. 
Eaton deals with scientific principles not at all, and Mr. Car- 
roll only by way of brief introduction ; but both aim to give 
plain, definite information in regard to money, banking, the 
exchanges, and related aspects of business. Mr Eaton’s book 
is intended for school and college use; and, although it can 
never serve very acceptably for class-work in any other than 
a business school, it ought to be a very useful book of refer- 
ence for any classes in money or related economic subjects. 
Its explanations are clear, and it adequately covers the field 
indicated by its title. One very excellent feature of the book 
is the abundance of fac-similes of commercial documents, 
and one very serious defect is the absence of an index. Mr. 
Carroll’s book is, perhaps, on the whole rather more service- 
able. It lacks the very interesting and very instructive fac- 
similes; and its preliminary discussion of the “principles of 
finance ” not only has nothing whatever to do with finance in 
the proper sense of that term, but contains some very unsound 
reasoning. But the body of the book is as good as Mr. 
Eaton’s, and the very full glossary and index make it much 
more convenient to use. 
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The general scheme of Congressional Currency is excel- 
lently conceived. Mr. Gordon has expressly announced the 
purpose “to trace in detail the record of monetary events” ; 
and he proposes to give, presumably for popular reading, a 
brief description of our present currency system. The result 
is a book of considerable merit, but certainly not of the highest 
rank. Notwithstanding the numerous references to the 
statutes and the official reports, it is evident that the author 
has drawn pretty largely from some three or four secondary 
authorities. This, of course, would be no more than ought to 
be expected in a semi-popular book, if only the authorities 
were always wisely used ; but Mr. Gordon has not at all times 
been cautious in his interpretations. So at the beginning of 
chapter eight he says that the “ greenbacks ” are inconvertible, 
and gives as his authority President Walker’s Money, appar- 
ently forgetting that Money was written before the resump- 
tion of specie payments. However, there are very few se- 
rious slips in the book; and it ought to be useful. There is 
no other work which so fully describes our most recent mone- 
tary experiments. 

The Sound Currency of the Reform Club contains nearly 
all of the semi-monthly pamphlets which the club issued in 
the course of the year 1895. There are reprints, as of our 
currency laws and of the Bullion Report; there are histori- 
cal, descriptive, and statistical accounts of money and banking 
in America and in foreign lands; and there are argumen- 
tative discourses on matters of theory. The preparation 
of the papers has been intrusted to competent persons, 
and the work has been done with reasonable thoroughness 
and accuracy. The finished volume, therefore, contains a great 
deal of very pertinent information; and it will serve well as 
an arsenal in which to equip the minor champions of the gold 
standard. It will also be a convenient handbook for advanced 
students who are not easily misled. But, inasmuch as the 
pamphlets were professedly issued in defence of gold monomet- 
allism, they naturally give only one side; and they ought, 
therefore, to be read in connection with the publications of 
the National Executive Silver Committee and the Bimetallic 


League. 


RECENT AMERICAN BOOKS ON MONEY 329 


Mr. Horace White’s Money and Banking is an able induc- 
tive or historical study,— certainly, one of the ablest books 
which the present monetary crisis has produced in this country. 
It describes the important events in our monetary history from 
the earliest times till the year 1895, and traces the gradual 
evolution of the present institutions and enstoms; and all this 
it does with admirable skill. Its account of the ill-constituted 
and worse-managed State banks of the early part of the cen- 
tury is the clearest and best that is anywhere to be found. 
Its explanation of the modern mechanism of exchange is also 
good. In fact, the book, in its narrative and descriptive por- 
tions, or the whole book qguoad narrative and description, de- 
serves high commendation; and so brief a review as this 
cannot undertake to specify its excellences. It is probable 
that, when account is taken both of scope and of contents, 
Mr. White’s history of American currency is as good as any 
now accessible, 

Of the theoretical or speculative digressions it is not possible 
to speak so highly. The discussion of the quantity theory is . 
the saddest falling off from the rest of the book, for pretty 
nearly all that is there adduced is quite apart from the main 
issue. Mr. White shows, and easily enough, that the absolute 
amount of the currency may increase,— that even the amount 
of the circulation per head may increase,— and yet prices may 
fall. But, of course, that is no refutation of the quantity 
theory. Any exponent of that theory from Locke to Walker 
would have granted Mr. White so much without argument. 
It ought in all fairness to be said that Money and Banking 
contains no other instance of so egregious a mistake either 
in theory or in fact. 

Mr. Schoenhof goes more directly to the heart of the matter 
than any of the writers hitherto noted. It is evidently of the 
first importance to decide whether the amount of money in 
use does really exercise a controlling influence upon the height 
of prices, and to this problem alone A Zistory of Money and 
Prices is devoted. Mr. Schoenhof draws upon the works of 
Professor Thorold Rogers and others, traces prices through six 
centuries, and concludes that the quantity theory is untenable. 
The comparisons are made with evident honesty and with 
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great skill, and they incidentally afford much instruction; but 
it may be doubted if they have any force against the old classi- 
cal theory. 

For at the very beginning (p. 8) Mr. Schoenhof renounces 
the whole scheme of general prices as misieading, and then 
goes on to discuss single articles or classes of similar articles ; 
and it ought to be perfectly evident that in so doing he viti- 
ates his whole argument. The supporters of the quantity 
theory lay down certain propositions about general prices, 
while Mr. Schoenhof refuses to discuss general prices at all ; 
and so there is no common question at issue. It is worth not- 
ing that Mr. Schoenhof rejects general prices on the ground 
that the tables “are not so analyzed that the parts may be 
given their proper representation in the totals, or that an arti- 
cle of minor utility may be reduced to its proper position in 
the expense budget of the individual or the nation.” So far as 
this criticism holds against the tables of general prices, it 
would seem at first thought to be of great weight. But it does 
not apply at all to the tables of Mr. Palgrave, of the Aldrich 
Report, or of the French Commission Permanente des Va- 
leurs ; and these “ weighted averages” tell much the same story 
as the more simply constructed tables. 

Another quite distinct fault of Mr. Schoenhof’s treatment 
is that he deals very largely with the early centuries, where 
the data are by no means so abundant or reliable as those 
which may be had for the last few decades. The most valu- 
able part of the whole book is that in which the author cites 
as “the true price-making factors” a great number of the 
most recent industrial improvements. There are two or three 
reasons why the argument here is not conclusive; but the evi- 
dence is, at least, highly interesting. 

Mr. Stokes, in Joint Metallism, maintains that gold mono- 
metallism is neither just nor expedient. Upon this point his 
position is as unmistakable as that of Balfour, Andrews, or 
“Coin” himself. Indeed, the greater portion of his book con- 
sists of evidence against the gold standard. The author grace- 
fully defers to men of established reputation, and quotes, often 
without comment, the considerations which have been ad- 
duced against gold by many eminent authorities. He seems 
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almost relentless in forcing upon his monometallist readers the 
hard things which Mr. Robert Giffen used to say about gold. 
But Mr. Stokes goes much farther with the bimetallists. He 
insists that a sound metallic currency must be based equally 
on the two precious metals, that gold and silver must be coined 
with equal freedom, and that they must alike be unlimited in 
their legal tender quality. All this looks like plain, old-fash- 
ioned bimetallism; but Mr. Stokes protests vigorously and 
rightly against such a view, for his scheme differs materially 
from bimetallism. It is essentially as follows: Let there be 
made from both metals coins of precisely the same weight and 
fineness. Let coinage of both be free to all who bring to the 
mints both gold and silver in such quantities as shall at each 
particular time be of equal market value. Let the relative 
legal values of these coins be fixed, not once for all, but by 
monthly proclamation, and in the closest possible conformity 
to the current commercial ratio. Let a legal tender of pay- 
ment consist in the offer of gold and silver coins in equal 
values according to the prevailing ratio. Mr. Stokes would 
also permit the issue of government legal tender notes based * 
upon and redeemable in equal values of the two metals; but 
he apparently would not exclude the coins from active circu- 
lation (pp. 5, 18, 19). 

A very ingenious scheme: what of its merit? It is to be 
noted, in passing, that it is not so original as Mr, Stokes seems 
to believe. The plan of changing the relative legal values of 
the gold and silver coins is a very natural one, and Chevalier’s 
Baisse Probable de? Or shows that it was much debated by 
the French legislators of a century ago. The other idea 
of a standard part gold and part silver has also often been 
presented, and is found—not to mention other recent pro- 
posals in the same direction —in Hertzka’s Das internationale 
Wéahrungsproblem und dessen Lisung. Uowever, in just its 
present form the scheme is very likely new; and at any rate 
it deserves attentive study. The natural objection that in 
form one metal is made the standard, and that the value of 
the other depends upon the market, is not well grounded ; 
for Mr. Stokes would create a permanent and considerable 
monetary demand for both metals, and would thus moderate 
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the market fluctuations. It would probably be necessary to 
do away with all other full money than the notes which Mr. 
Stokes would permit. For, if the coins were allowed to pass 
in circulation, one sort might be presented at the mint over 
and over again with bullion of the other metal, and then 
finally escape altogether from the country. And it is 
evident that, unless the circulating medium of exchange did 
consist in great part of the paper notes, the Treasury might at 
any time be distressed by demands for redemption; for the 
vaults might not contain the two metals in the proportions 
required for redemption. 

It is impossible here to discuss the details of joint metal- 
lism : let it therefore be granted that the scheme is practicable. 
What could be expected from it? Evidently, it would readmit 
to full money standing much silver, and would thus stop or 
moderate the fall of prices; and, if it be desirable to keep 
prices steady, the result would be good. It is to be noted 
that, inasmuch as silver would be readmitted at a lower 
relative value than 16 to 1, the inflating power of the white 
metal would be less than under simple free coinage at the old 
ratio. Whether this makes joint metallism better or worse 
than simple bimetallism depends upon one’s point of view. 
But, obviously, joint metallism could not end the “fall of 
silver,” and give permanent stability of ratio between the 
precious metals; and for these reasons it will not meet the 
approval of thorough-going bimetallists. 

Under the attractive title, An Honest Dollar, President 
Andrews has brought together a summary of his well-known 
monograph of the same name, five articles which he had 
printed in the magazines and two essays which had not previ- 
ously appeared. It goes without saying that the thought in 
the book is penetrating, and the exposition clear and forceful. 
And, although the parts have been composed at different times 
and independently, and thus have little formal relation, the 
whole still possesses a real unity; for it deals with several of 
the fundamental principles involved in the current monetary 
discussions. The possibility of bimetallism is treated both de- 
ductively and historically; the equities of the matter are 
briefly touched, and so, too, are the meaning and causes of the 
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“depreciation of silver”; there are shrewd remarks on the 
present condition and the probable future course of gold and 
silver production and of monetary policy. And, although 
these do not exhaust the pertinent topics, they include noth- 
ing irrelevant. 

As to the author’s conclusions, little needs to be said to the 
readers of this journal, to whom Dr. Andrews has long been 
familiar as one of the able champions of international bimet- 
allism. His reply to Giffen’s Case against Bimetallism is 
good: it exposes fully the weakness of the common historical 
argument against bimetallism. In one respect, however, An 
Honest Doliar may do much harm by strengthening the posi- 
tion of the radical free silver men. Dr. Andrews looks with 
too much complacency on the possible results of a silver stand- 
ard for America, or, what comes to the same thing, American 
bimetallism. The commercial advantage of a closer connec- 
tion with the currencies of Latin America and the East could 
scarcely make it worth our while to cut altogether loose from 
the gold standard of Europe. Earnest students of social sci; 
ences will alway gladly read what Dr. Andrews writes, and it 
is unfortunate that he has not time to undertake a systematic 
and thorough exposition of the present monetary situation. 

By honest money Mr. Fonda, like all orthodox economists 
before 1873, understands money of constant general purchas- 
ing power ; and his book is an able plea for the introduction 
of an invariable currency, based upon the familiar tabular 
standard. The ground is cleared for an exposition of his pro- 
gram of reform by a brief discussion of some of the funda- 
mentals of economics, and by a hasty description and criticism 
of existing monetary systems, In this preliminary part — and, 
indeed, throughout the book — Mr. Fonda does some very clear 
thinking. He has assimilated the latest speculative thought, 
notably the Austrians’ doctrines of subjective and objective 
value. Money, says Mr. Fonda, ought to be of unchanging 
purchasing power, because, while rising prices wrong creditors 
and unduly stimulate industry, falling prices wrong debtors 
and depress industry. But neither gold nor silver can make a 
stable money, for both are under the influence of variations in 
supply and demand. Bimetallism would give a steadier unit, 
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but truly honest money can be secured only by the multiple 
standard. 

In regard to the constitution of the table which is to serve 
as the standard Mr. Fonda makes no new suggestion. The 
list is to be large enough to be fairly representative of the im- 
portant classes of commodities; and a rise or a fall in its price 
is then to be taken as proof of a fall or a rise in the value of 
money, and as the occasion for a contractign or an inflation of 
the currency. The regulation of the amount of the circulat- 
ing medium might, according to Mr. Fonda, be accomplished 
in several ways; but he suggests as simple and effective a 
method similar to that by which the Bank of England regu- 
lates its loans. The government should remove all present 
forms of money, and should then issue notes redeemable in 
any commodity at its market price; and these notes it should 
continue to lend on short terms and at variable rates of inter- 
est. An inflation could then be quickly accomplished by low- 
ering the rate, and a contraction by raising it or by refusing to 
lend at all. The amount of the currency would be thus under 
the control of society; and so prices could be kept stable, and 
then an honest money would be secured. 

Those innovators in economics who hold that general prices 
ought not to remain fixed, but ought to fall as industrial prog- 
ress facilitates production, naturally reject such proposals as 
Mr. Fonda’s. Rejecting his ideal, they of course reject the 
means by which he would attain it. But probably the greater 
part of the economic world still believes that stable general 
prices would be very advantageous if only they could be se- 
cured without too great cost, and people of this way of think- 
ing look with more and more favor upon the tabular or multi- 
ple standard. As to the theoretic possibility of the multiple 
standard, there can be little doubt. Its institution and main- 
tenance require nothing more than moderate skill and perfect 
integrity. But, until such skill and integrity can be found and 
kept in office, it would be unsafe to intrust public officials with 
so enormous a power over industry. The determination of the 
course of prices would be a matter of no great delicacy. But, 
if government should come to be not only the greatest bank of 
issue, but also the greatest bank of discount, there would be 
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unmeasured room for oppression and corruption. If such 
practical objections ever lose their force, there is no reason 
why some general scheme of a tabular standard may not be 
introduced, to the great gain of society. 

Mr. Fonda’s scheme is somewhat complicated by his pro- 
posal to abolish the present metallic currency; and he would 
make it somewhat more difficult to get the specie which would 
be needed in paying international balances. Mr. Fonda cor- 
rectly observes that it would not at all be necessary for the 
government to keep reserves, since the open market would 
always afford the same redemption that government would 
give. 


It must already have appeared that but few of all these 
books make any really important addition to economic litera- 
ture. And yet the careful reader of them must, on the whole, 
be rather hopeful for the future of monetary discussion and 
practice in our country. Whatever be the shortcomings of 
the books, they quite uniformly evince a proper appreciation 
of the seriousness and the difficulty of the problem with which 
we are confronted. Earnestness is the characteristic of them 
all. And there is a manifest desire to get a deeper insight. 
So, for example, there are four independent and different at- 
tempts to get at a better money than gold or silver,— a better 
money even than universal and perfect bimetallism would 
bring about. On the other hand, it is noticeable that among 
all the recent American books on money there are very few 
by professional economists. There have been plenty of exe- 
crable works by men guiltless of real knowledge, and there 
have been some very creditable ones by men in whose lives 
the study of monetary phenomena has been an incident or an 
avocation; but not more than two or three have come from 
men whose lives have been devoted to economics, and who, 
therefore, may be counted the most thoroughly qualified for 
such tasks. And, of these two or three, none is of the first 
importance. Professor Laughlin’s Facts about Money was 
a hurriedly prepared polemic, and President Andrews’s An 
Honest Dollar is a collection of occasional pieces. If one goes 
on, and notes the works of Fonda, Stokes, White, and the 
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other more competent of the writers, he will find, it is true, 
several books well worth reading, and some which will no 
doubt continue to be useful; but he will find not one equal 
either to those which Walker and Knox gave us in this coun- 
try years ago or to Professor Nicholson’s Money and Mone- 
tary Problems and the best of the contemporary German, 
French, and Italian publications. 

This lack of first-rate American books on money becomes 
the more remarkable when one recalls the unusually attractive 
character of the subject, and the extraordinary attention with 
which foreigners are watching our monetary condition. It 
would surely not be easy to find in the whole field of social 
science another subject of greater scientific and practical in- 
terest, and it is everywhere recognized that America must 
play a great part in the solution of the problem. Yet there 
is not one thoroughly qualified American economist who has 
undertaken to give a sober, formal, full exposition and discus- 
sion of the present monetary situation; and there are very few 
who have ventured to offer the general public even a word. 


Wiiarp Fisuer. 
WESLEYAN UNIVERSITY. 
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NOTES AND MEMORANDA. 


FACTS ABOUT MONEY: A REPLY. 


In the Quarterly Journal of Economics for January, 1896, 
Professor Willard Fisher, under the heading of “ Coin” and 
his Critics, while giving perhaps a half-page on an average to 
other books, has devoted about one-fourth of his article, or 
about five pages, to criticisms of a little book of mine, entitled 
Facts about Money. The injustice of his detailed objections 
is such that, had they not appeared in a journal of so high 
a character, I might properly have passed them by; but I 
should not like to be understood as accepting these criticisms 
by silence. 

My critic’s objections to the book are of two kinds: (1) 
wrong points of view, and (2) special errors of fact. As to the 
first, I have nothing to say here. Any one has the inalienable’ 
right to disagree with another on general conclusions. This 
critic, however, is evidently a radical bimetallist, who finds so 
little to his taste in the book that he scents wickedness in very 
small things. Indeed, it seems as if his real grievance arises 
from my disbelief in the quantity theory and my defence of 
the gold standard. Only on such a supposition can I explain 
his curious temper on very unimportant points. 

In regard to the errors of fact mentioned by him, I find no 
case in which he has not garbled my text or has not himself 
fallen into error, Taking one page (p. 202) where he specifies 
five errors, I shall answer them in order: — 

(1) He quarrels with me because I did not insert the words 
“worth of bullion ” after dollars, when mentioning the Bland- 
Allison Act in an abbreviated way in a chronology. But, 
although I had printed the text of the whole act elsewhere 
(p. 262), he calls it a “statement wide of the truth.” It is 
quite as insignificant as his own small error in speaking of this 
measure as the “ Bland Bill,” since the Bland Bill was never 
enacted, and was, moreover, a free coinage bill. 
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(2) I am charged with saying that our subsidiary money 
“jis still coined in conformity with the act of 1853” (p. 35)- 
Now, the fact is, I never said any such thing. In giving the 
reason why (p. 35) the fractional silver was coined (in 1853) 
with a less proportional amount (345.6 grains) of pure silver 
than was contained in the dollar piece (371.25 grains), I said, 
“Tt has worked so well that our fractional silver is still coined 
by the system instituted in 1853”; that is, the system by 
which the pure content of the fractional coin is reduced below 
the value of the dollar piece of silver. Surely, Professor Fisher 
knew this. But he implies that I ought to have said that the 
weights of these fractional coins were increased in 1873. In 
the codification of that year the metric system was applied 
to the subsidiary coins, and yet the nearest possible number 
of grammes to the weights of 1853 were adopted in 1873. 
In Section 15 of the act of February 12, 1873, the weight of 
the subsidiary silver is fixed at 25 grammes to the dollar, or 
385.85 grains of standard silver, which is the same as 347,262 
grains of pure silver. So it remains literally true, as I said, 
that the system of 1853 is still in force; and, moreover, in 
expressing the old weights in the terms of the new metric 
weights, that number of grammes was adopted which corre- 
sponded as nearly as possible (within 1.665 of a grain) to the 
weights fixed in 1853. 

(8) I am again criticised, because “we are told that the 
French ratio of 154 to 1 was established in 1803 (p. 36); but all 
specialists know that it had then already been in force eighteen 
years.” Certainly, my critic will not deny that since 1803 
the French ratio, or whatever it may be called, was generally 
supposed to be 15}to1. And that is all I implied, or said, when 
referring to the fact (p. 36) that, in the period under discus- 
sion, long before 1853 (of which “Coin” was speaking), the 
French ratio was 15} to 1. There was no possible place or 
reason for dragging in the period before 1803, except to give 
my critic a chance to try his wings. Here he again perverted 
my text. 

(4) In his next specification he indicts me for saying “ that 
in 1878 the price of silver had not yet begun to fall” (p. 70.) 
This charge is to me inexplicable; for I said distinctly, “It 
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was not until September, 1873, that silver fell as low as 16 to 1 
for a monthly average,” and that is the only passage in which 
reference is made to the subject. So that I said just the 
opposite of that which I am charged with saying. In this 
connection, however, Professor Fisher objects to my saying 
“that Germany’s action had not yet been taken.” I had called 
attention, and justly, to the fact that the German act (July 9, 
1873), which most bimetallic writers regard as the cause of the 
depreciation of silver, was passed later than the American act 
of demonetization (February 12, 1873). I had been showing 
that, when we demonetized silver, it was the dearer dollar, and 
that no one could possibly have foreseen the coming great de- 
cline in the value of silver. My critic then refers to the pre- 
liminary German act of December, 1871, as if to prove me 
wrong. Now, he knows that this act did not start the decline 
in silver; nor has any one hitherto claimed it. If it did not, 
his charge is pointless. 

(5) In the next item the reader is given a display of supe- 
rior learning. The critic says: “We are told that in 1890 
China created a new piastre of silver, 9, fine, and containing 
27.27 grains of pure metal (p.11). But the new dollar, or 
piastre, of China is not fine. It contains nine parts of the 
‘sycee’ silver of Chinese commerce, so that it assays from 
.8842 down. Moreover, the gross weight is 420.88 grains, and 
the pure content a little less than 378 grains, or 24.6 grams.” 

It is to be noted that this relates to a brief entry in a chro- 
nology (p. 11), and not to the main text. This entry reads as 
follows : — 

“ Technical monetary reform in China. Creation of a new 
piastre, weighing 7 maces, 3 candareens, ,5 fine, containing 
27.27 grains of fine silver.” 

I answer (a) that the fineness is % fine. See Bulletin de 
Statistique, November, 1890, p. 651: “ La nouvelle piastre de- 
vait ... avoir le poids de 7 maces, 3 candareens, et étre frappée 
au titre de ,%%% ce qui représentait 27.27 grammes d’argent fin.” 
(5) If he knew what the Chinese weights were, he would have 
seen that my printer had made a typographical error, and 
printed the word “grains” instead of “ grammes” after 27.27. 
Any beginner would also have seen that the dollar could not 
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have been so small as 27.27 grains. Now 27.27 grammes equals 
420.88 grains, exactly as Professor Fisher states it; but » 
of this is 378.792 grains, so that he is himself in error in fixing 
the pure content at “a little Jess than 378 grains.” (c) But he 
makes still another error here. My entry only related to the 
“technical” reform, as enacted. Professor Fisher undertakes 
to say what actually took place; for he says “the gross weight 
is 420.88 grains.” Unfortunately for my critic, that would 
have been the weight if the technical law had been carried 
out, as in my entry; but China has a way of deviating from 
the letter of the law, and has actually coined piastres weighing 
only 7 maces, 2 candareens (instead of 3), with a gross weight 
of 415.08 grains, or 373.5 grains pure silver, instead of the 
figure of 378 grains given by Mr. Fisher. 

“And so it goes,” as he says. I might go on with this 
process; but the above is the result of an examination of one 
page of his criticisms taken seriatim, and is sufficient to show 
that he has either garbled my text or has himself made an 
error. After such flimsy work as this, that he should then, 
in a somewhat youthful and sweeping manner, say that “a 
searching [sic] examination will show that Facts about Money 
is a very inferior piece of work, quite unworthy of its author, 
and utterly unreliable as a guide in the study of the money 
question,” is quite incredible. It is difficult for me to under- 
stand his animus. 

While I have no desire to take shelter behind the necessity 
which obliged me to get the book ready for the publisher in 
about ten days, it goes without saying to those who knew the 
situation that time was important. This precluded any care- 
ful finish; but, if no more serious errors have crept in than 
those pointed out by Professor Fisher, I am content. 


J. Laurence LaveGanin. 


UNIVERSITY OF CHICAGO, 
March 3, 1896. 
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INSURANCE OF THE UNEMPLOYED.* 


Three recent studies of the relations of the German system 
for workingmen’s insurance to charity and the unemployed, 
written by men of recognized authority, help us to a more 
accurate judgment upon some of the most troublesome issues of 
this vast compulsory scheme. No attempt at social reform ever 
had such minute and elaborate theoretic discussion before the 
first steps were taken; and the probable effects — especially of 
sick and old age insurance—upon the burden of public 
charity, were considered from every point of view. It was 
clearly seen that the value of the system would be tested, at 
least in some degree, by its influence upon charity. Schaeffie 
did not shrink from admitting that, so far as needs were taken 
into account, those out of work required insurance as impera- 
tively as those whose income was stopped by other causes. 
He even speculated about a possible Arisenversicherung and 
Strikeversicherung.t The inseparable relation in which in- 
surance stands both to charity and to the unemployed becomes 
year by year more definite in the discussion and in certain 
practical proposals. Indeed, the certainty that some form of 
public intervention was inevitable — either by poor laws or by 
compulsory insurance — was the moving force that led to 
the latter method. If there had been good evidence that 
the masses would have eventually insured themselves upon 
voluntary principles, the existing system would not have come 
into being. It appeared that those who did not greatly need 
insurance secured it, while the great majority of laborers could 
not be expected to make the sacrifices which voluntary insurance 
implies. The government scheme thus dealt primarily with 
the weaker rather than with the stronger worker. It was freely 


* Armenpflege und Arbeiterversicherung, von Dr. jur. Richard Freund. Leip- 
zig, 1895. 

Arbeiterversicherung, Armenpflege, und Armenreform, yon Dr. F. von Reit- 
zenstein. Freiburg i. B., 1895. 

Zur Frage der Arbettsiosen-Versicherung, von Professor Dr. G. Schanz. Bam- 
berg, 1895. 

+ See his general discussion of workingmen’s insurance in the Handwérterbuch 
der Staatswi: haften, vol. i. p. 500. 


f 
| 


342 QUARTERLY JOURNAL OF ECONOMICS 


admitted that charity was an offensive mode of giving aid to 
those whose loss of income was without direct fault of their 
own. It is therefore natural that it should now be urged — by 
such men, for example, as Dr. Zacher and Professor Georg 
Adler — that those who need it most, those out of work without 
fault of their own, should have the insurance benefit. These 
bring a dangerous strain upon the resources of charity, and it 
is to these the socialist points for proof that the wages system 
is discredited. 

It is probable, too, that the very slight results thus far real- 
ized in lightening the Armeniast have strengthened the 
feeling that more comprehensive work is necessary before the 
influence of the insurance system can be widely felt. In 1891 
the Verein fiir Armenpflege appointed a commission for the 
investigation of the insurance legislation in its bearings upon 
poor laws and their administration. Dr. Freund’s report, the 
result of this investigation, covers the returns of 108 cities 
and towns. The evidence is interpreted by him as, upon 
the whole, distinctly favorable. It is true that eight cities 
(Bielefeld, Elbing, Kaiserlautern, Kolmar, Metz, Schwerin, 
Wirzburg, Zittau) deny outright that the burden of charity 
has been lessened. Seven others refuse to draw any conclu- 
sion. But ten of the largest cities (of above 100,000 inhabi- 
tants) send affirmative answers. It is not clear why cities 
of the importance of Frankfort, Stettin, Dresden, Stuttgart, 
Nirnberg, Braunschweig, refuse to give answers, unless the 
difficulties involved in forming an opinion were too great. 
Even by those whose replies are favorable it is often admitted 
that no statistical evidence can be furnished. Practically, 
three-fourths among these assert that the influence of the in- 
surance legislation has been directly and indirectly beneficial 
to the public and the private charities. All agree that far too 
little time has elapsed for adequate judgment. All seem to 
agree that the methods of caring for the poor have improved 
as a result of the insurance system. A higher standard has 
been set both of method and of practical detail, and the needs 
of the poor are more promptly and more thoroughly dealt with. 

Among the causes mentioned by Dr. Freund as hindering 
the good influence of the insurance system is the chronic con- 
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tingent of the unemployed (allgemeine Arbeitslosigheit). In 
a still more recent study of the social effects of the insurance 
by Dr. Lautenschlager, it is said, “Sickness, accident, and age 
have lost something of their terror as a result of the insurance ; 
but loss of employment is the ghost that has come to haunt us.” 
A variety of experiments with the unemployed during the 
last few years in several German cities have only added to 
the general perplexity. The question has thus arisen, Can the 
evil be met by some form of insurance ? 

Investigations have been made under the direction of Pro- 
fessor Post, of the Ministry of Commerce,* to see what pri- 
vate firms have already done to insure their own workingmen 
against lack of employment, and to publish the methods of 
the labor organizations in caring for their members when out 
of work. In 1894 the Hessian Chamber of Commerce. issued 
a report upon the same subject, in which it is said that some 
large firms had organized methods of dealing with the unem- 
ployed successfully. Following an account of the actual at- 
tempts made are these closing suggestions: “ As already in 
Worms voluntary arrangements have been made to improve’ 
the condition of the laborer, and as later these improvements 
were legally systematized by the sick, accident, and old age 
insurance, so now we see in Worms a method introduced for 
dealing with those out of work. A way appears on capitalistic 
ground to meet the claims of labor; and we hope the example 
will be followed, and that upon this experience legal security 
may be found for the workingmen.” This is a far bolder pro- 
posal than any made by the advocates of insurance as thus far 
developed. Yet Dr. Zacher, one of the first authorities both 
in the theory and the practice of insurance legislation, says, 
“The use of public money for this purpose [of insuring the 
unemployed] can be as easily justified as in the case of insur- 
ance against hailstorms”; and in connection with the ques- 
tion of charity he says that “the opinion is steadily gaining 
that such insurance of the unemployed must take the place of 
charity as the only right social remedy.” 

Professor Schanz, of Wirzburg, has now published the stiff 
volume cited above, Zur Frage der Arbeitslosen- Versicherung. 


*See Nos. 1 and 2 of the Zeitschrift der Centralstelle, 1895. 
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Here the whole question of insurance for the unemployed is 
exhaustively considered. After giving the history of free 
group insurance in labor organizations and friendly societies, 
he endeavors to work out a statistical basis on which a far 
wider insurance of the unemployed would be possible. His 
conclusion is that, if society is willing to sacrifice anything like 
the energy which now goes into sick insurance, a business basis 
could be established on which insurance of the unemployed 
could safely rest. In normal and prosperous years a large re- 
serve fund would have to be gathered. For its accumulation 
the statistics yielded by the sick insurance would serve as 
a basis. Already in the Ortskranken-Kassen each laborer 
affected by the existing laws must be registered within three 
days after entering upon an engagement to work. This gives 
elaborate statistics for further use. If the laborer sever his 
connection with his employer, this, too, is recorded. Thus 
the numbers out of work can be gauged.* The statistics 
under this law show also the variations within different trades. 
Under the old age and infirmity law the card (Quittungskarte) 
which each insured laborer must have offers additional data of 
the same nature.f Perhaps of equal value is the actual expe- 
rience of various voluntary organizations which have worked 
out an insurance system for members out of employment. In 
many of the trades-unions the monthly percentage of unem- 
ployed is given. Indeed, it was upon just such definite local 
experience that the whole existing scheme of compulsory 
workingmen’s insurance was based. 

Professor Schanz, however, as well as Dr. Zacher and Pro- 
fessor Adler, appears to value even more highly the experience 
of recent Swiss attempts to insure the unemployed. In Bern 
an agitation for the “right to work” began as early as 1888. 
It ended (in spite of the 50,000 signatures) in overwhelming 
defeat by the referendum in 1894; but from this very defeat 
arose a stronger feeling in favor of some form of insurance for 


*In Berlin, in 1892, the maximum at work (insured under sickness law) was, in 
October, 240,836; and the minimum, in March, 225,840. In 1893 the maximum, in 
November, was 257,690; and the minimum, in January, 225,627. Thus there was a 
difference in 1892 of 14,996, and in 1893 of 32,063. 


+ See an article on the possibility of using this card for purposes of estimating 
the number of the unemployed, in the Centralblatt fiir Socialpolitik, vol. ti. p. 67. 
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those out of work. A commission on the unemployed had 
already been appointed in Bern during the severe winter of 
1892-93. The commission appealed at once to the labor or- 
ganizations for help. The less skilled among the laborers were 
alone considered. As a special cantonal law was necessary, 
compulsion was not at first urged. A tentative and experi- 
mental plan for two years was completed in January, 1893. 
The commission in control was composed of three laborers, 
three employers, and three members selected by the common 
council, The employment bureau and the bureau for insur- 
ance were united under the commission. The city gave at 
first 5,000 francs yearly (now raised to 7,000), and the insured 
members paid 40 centimes (now 50) monthly. Those out of 
work receive from 1} francs to 2 francs daily.* 

Although the canton of St. Gallen had a labor bureau 
earlier than Bern, its attempt at insurance came later. Partly 
because of certain recognized weaknesses in the Bern plan, it 
was boldly proposed to introduce a compulsory feature. A 
bill was drawn in April, 1894, and passed by an overwhelming 
majority (111 yeas, 18 nays), in favor of compulsion. Towns 
under this law are authorized to introduce compulsory insur- 
ance for the unemployed. If such insurance is introduced into 
any town, its provisions are compulsory for laborers receiving 
less than 5 francs per day. The contributions of the laborer 
are 30 centimes per week (far higher than in Bern). The 
employer is not compelled to contribute; but the town is put 
under compulsion to the extent of 2 francs yearly for all 
insured,—this over and above administrative costs. If a 
deficit follow, one-half of it is met by the state. 

The various steps towards compulsion and state regulation 
are seen even more clearly in Basel. There was first a private 
employment bureau. In 1889 its inadequacy was apparent. 
A public bureau established in that year proved a great 
advance, but this in turn was found unequal to the demands 
put upon it. In February, 1893, a petition was sent to the 

*The Labour Gazette of August, 1895, says: “‘ The feeling in favor of the regu- 
lation of unemployed insurance by the state is gaining [in Switzerland). An ac- 
count of the working of the voluntary out-of-work insurance in Bern for the year 


ending March 31, 1895, shows that 390 persons insured during that period, as com- 
pared with 354 during the preceding twelvemonth.” 
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Department of the Interior, which resulted in a commission 
upon the unemployed.* The costs in the proposed law are 
to be borne by state, employer, and laborer. The obligatory 
features are even more distinct than in St. Gallen, in that the 
employer is put under compulsion. 

There are other indications of the same drift in opinion and 
in projected legislation. Zirich, Geneva, and Lausanne have 
taken definite steps to consider measures for this type of in- 
surance. In France, where some hundred trades-unions have 
funds for the unemployed, M. Jouffroy introduced a bill into 
the Chamber of Deputies in January, 1895, for obligatory 
insurance of the unemployed. That the idea, in spite of 
enormous difficulties, is gaining both in popularity and in 
precision of method is not open to doubt. 

Professor Schanz considers the peculiar difficulties of this 
form of insurance before presenting his own modified scheme. 
The obvious difficulties are: (a) the probable inefficiency of 
any average group of unemployed,—the weak, the trouble- 
some, the less skilled, being always the first to drop from the 
employer’s list; (6) the certainty that large numbers of the 
unemployed have habits which render them useless for con- 
tinuous work; (c) the difficulty of securing a reserve fund 
large enough for the multitude out of work during periods of 
prolonged depression; (@) the difficulty of applying tests to 
separate the vagrant from the “worthy.” It is assumed that 
such insurance would necessitate a widely unified system of 
employment bureaus, through which the laborer could secure 
such supplies of work as the market at any time furnished ; but 
what if he refuse to take the special kind of work found for 
him? It would seem to be an essential part of the system 
that, if work were found, it must be accepted. That such 
compulsion would cause great friction, the whole mass of 
experience with the unemployed shows. Professor Schanz 
thinks, however, that this would offer a test by which the un- 
worthy could be discovered. 

Such answer to these and other difficulties as is given comes 
from the safeguards introduced by the various labor associa- 


*Great assistance was rendered the commission by the painstaking research 
and counsel of Professor Georg Adler. 
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tions and by the Swiss cities. It is obvious, however, that the 
trades-unions include a class of labor so much above that 
with which a general insurance scheme would have to deal 
that their regulations would very imperfectly meet the case. 
It is the Swiss towns which are brought face to face with the 
real perplexities of low grade of labor. And here it is pointed 
out that the question is one of method, not of object. Society 
must, in some way, support the unemployed. No civilized 
community refuses to take on this burden. But the ordinary 
agencies of charity are found year by year more demoralizing 
to the recipient, as well as, in the long run, very expensive. 
The sullen spirit with which charity is received by the self- 
respecting poor is becoming, with the growth of democ- 
racy, an increasing practical obstacle. The experience of 
modern organized charity is showing, as never before, the 
quick and ruinous effects of idleness upon character, and 
especially upon family life. All these considerations give 
added importance to any such plan as insurance, if it prove 
workable, since its benefits, being conferred as rights, carry 
no loss of dignity. In the three Swiss experiments there is 
experience enough to show how some of the chief embarrass- 
ments may be avoided. As in the better labor organizations, 
the “unemployed benefit ” is not given unless the laborer can 
show good cause why he is out of work.* The regulations in 
Bern allow no benefit if there is laziness, disobedience, or dis- 
orderly behavior. If one is turned off because of slovenly 
work, the benefit may be refused. The benefit is given only 
after the expiration of several days; nor is it continued indefi- 
nitely, but only for six weeks or two months. The recipient 
must have lived some months (in Bern six) in a given place, 
and there paid his fee, before receiving any advantage from 
the fund. All the Swiss cities refuse the benefit, if work is 
refused. Each laborer must, while out of work, present him- 
self twice daily at the employment bureau. These and other 
precautions indicate the chief difficulties and the means by 
which it is attempted to meet them. 
The more special plan of Professor Schanz attempts to 


* Keine erhalten Unterstiitzung welche durch freiwilligen Austritt stellenlos 
geworden sind.” 


i 
| 
° 
| 
\ 
Se 


848 QUARTERLY JOURNAL OF ECONOMICS 


reckon cautiously with this experience, as well as to take every 
advantage of the experience gained under the German sick, 
accident, and old age laws. After a critical survey of the 
three laws in their relation to the unemployed the author 
finds the difficulties of compulsory insurance too great. He 
decides, therefore, in favor of compulsory saving. The Krank- 
enversicherung, with its wide membership, is chosen, and with 
good grounds, as furnishing the most secure basis. Preferably 
by statutory provision, the employer is to deduct at least 30 
pfennigs weekly from the wages of all those now insured under 
the sick insurance law. A fund is thus to be formed, on which 
the laborer is to live while out of work. This avoids at a 
stroke the dismal duty of trying to distinguish between “ wor- 
thy” and “unworthy” laborers. Nor does it matter why the 
laborer is out of employment. He is made aware that, while 
idle, he is living upon his own savings; that, when they are 
gone, he must begin again. Even in case of strikes there is no 
reason to withhold the benefit. No extra burden is thrown 
upon those who continue at work, nor is any new organization 
necessary for carrying out the scheme. 

The simplicity of this plan is evident; but every reader will 
ask if less than $4 a year contributed by the laborer is in any 
way adequate to the serious exigencies of lack of employment. 
And is the laborer likely to submit good-naturedly to this de- 
duction, though, if unused, it is returned to him? It is certain, 
too, that the formidable multitude of socialists will reject such 
a plan forthwith, as the causes of the evil (as seen by socialists) 
are in no way touched. To the extent, however, that its in- 
troduction may be found possible, it has marked advantages 
over any compulsory method yet devised. 

Granam Brooks. 
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WE understand that Professors Schmoller, of Berlin, and 
Lexis, of Géttingen, will publish jointly, at an early date, a 
general treatise on economics. Professor Schmoller will un- 
dertake economic history and development, and economic 
theory in its relations to general social theory; while eco- 
nomic theory in its narrower sense, and the analysis of pres- 
ent conditions, will be in the hands of Professor Lexis. 


Among the publications of the quarter, we note the first in- 
stalment of Professor Dietzel’s Theoretische Socialékonomik 
and the first volume of Professor Pareto’s Cours d’ Economie 
Politique. The literature of sociology is notably enriched 
by Professor Giddings’s Principles of Sociology, Professor 
Worms’s Organisme et Société, and Professor Patten’s The- 
ory of Social Forces; while the seventh volume of Mr. 
Booth’s Life and Labor of the People of London gives fur-: 
ther results of that great investigation. On monetary subjects 
we have M. Bourguin’s Mésure de la Valeur and Mr. L. L. 
Price’s compact volume on Money in its Relation to Prices. 

An addition to the literature on economic history, of the 
first importance, comes in Professor Meitzen’s Siedelung und 
Agrarwesen der Westyermanen und Ostgermanen, der Kelten, 
Romer, Finnen, und Slawen, in two volumes of text and one 
of appendix, the whole liberally illustrated with maps and 
plans. 

Messrs. Longmans, Green & Co. announce a series of hand- 
books of political and social science, which promise to contain 
matter of service to the economic student. The first number, 
Mr. Edwin Cannan’s History of Local Rates in England, is 
an independent contribution to the history of taxation, Other 
volumes are translations or reprints. Select documents are 
to appear, among which we note a collection on trades-union 
history, under the editorial care of Mr. F. W. Galton, and one 
on state regulation of wages, under that of Mr. W. A. S. 
Hewins. 
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A curious and little-noticed movement in the currency of the 
United States is going on, which, if no further legislation in- 
tervenes, will make a substantial change in the character of an 
important part of that currency,— the Treasury notes of 1890. 
These notes had been issued, in purchase of silver bullion, to 
the amount of 156 millions of dollars, when the act on which 
they depended was repealed in October, 1893. At that fixed 
figure they might have been expected to remain, since the re- 
pealing act forbade further issues, yet made no provision for 
retirement of those outstanding. But, in fact, their volume is 
being reduced; while another form of currency —silver cer- 
tificates redeemable in silver dollars only — is filling the place 
left empty by their retirement. 

This change is the result of some provisions in the original 
so-called “Sherman Act” of 1890, which probably were in no 
way expected to bring it about. That remarkable measure 
contained, among other provisions, the following: “no greater 
or less amount [of Treasury notes] shall be outstanding at any 
time than the cost of the silver bullion and the standard silver 
dollars coined therefrom, then held in the Treasury purchased 
by such notes.” It contained a further provision, that, when- 
ever silver dollars were coined from the purchased bullion, 
“any gain or seigniorage arising from such coinage shall be 
accounted for and paid into the Treasury.” 

From these requirements it follows that, whenever notes are 
redeemed in silver dollars, they can no longer be “ outstand- 
ing.” <Any excess of bullion, over and above what is needed 
for coining the dollars used in redemption, is transferred to the 
Treasury’s general assets. The Treasury Department has con- 
strued this, reasonably enough, to mean that, when once notes 
have been paid in silver dollars, they must be retired and de- 
stroyed: then they are no longer “ outstanding.” Against the 
silver dollars with which they have been redeemed silver cer- 
tificates may, however, be issued under the general terms of 
the earlier acts of 1878 and 1886. On the other hand, if 
Treasury notes are redeemed in gold, they are held to be 
still “outstanding,” since the act of 1890 provides that no 
less amount shall be outstanding than the silver bullion or 
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dollars then held in the Treasury against the notes. When 
redeemed in gold, they are accordingly treated as cash in 
the Treasury, to be paid out at will. 

It may easily happen that Treasury notes are presented for 
redemption in silver; either because of the regulations under 
which silver dollars are shipped free of charge to any part of 
the country, or because silver certificates can be supplied in 
more convenient denominations than Treasury notes. It ap- 
pears from a statement in the last report of the Treasurer * 
that such an exchange of notes for silver first took place in 
August, 1893. None is on record of earlier date, possibly be- 
cause no redemption in silver had been asked for, more prob- 
ably because the act of 1890 had not before been construed 
according to its strict terms. At all events, this process 
began in August, 1893, shortly before the repeal of the act of 
1890. For a few months, issue and retirement thus went on 
side by side; and consequently the maximum amount of 
Treasury notes outstanding at any one date (in November, 
1893) was less than the total amount issued. Since 1893 
there has been continuous redemption in silver, sometimes at’ 
the rate of over a million a month, sometimes in insignificant 
sums. The result was, by the close of the fiscal year 1894-95, 
a disappearance of over twelve millions of Treasury notes, 
replaced by as many silver dollars or certificates. By the 
beginning of February, 1896, the amount so retired had risen 
to over eighteen millions ; and the total of Treasury notes out- 
standing, which had reached over 153 millions at its highest 
point in 1893, had shrunk to about 137 millions. 

This transformation makes no change in the substantial 
responsibility of the Treasury for the maintenance at gold 
value of all parts of the circulating medium it has put forth. 
But it brings an important change in the exact nature of its 
responsibility for the issues of 1890. If it is allowed to go on 
indefinitely, it will eventually reduce the notes directly con- 
vertible into gold to the volume of United States notes, or 
greenbacks, fixed by the legislation of 1878. 


* Report of the Treasurer, 1895, p. 15. 
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